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WEDNESDAY, APRIL 18, 1951 


Unirep States SENATE, 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE, AND BANKING OF THE 
CoMMITTEE ON BANKING AND CURRENCY 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 457, Senate Office 
Building, Senator J. Allen Frear, Jr. (chairman of the subcommit- 
tee) presiding. 

Present: Senators Frear, Schoeppel, and Dirksen. 

Also present: Senator Ferguson. 

Senator Frear. The subcommittee will please come to order. 

In opening these hearings on war-damage insurance or indemnity, 
as chairman of the subeommitte e, | wish to make a brief explanatory 
statement. 

The scope of these hearings will purposely be broad to match the 
many problems which arise in this field. Many have been raised in 
correspondence received by the subcommittee. We have pending 
before the subcommittee three bills on the subject. 

S. 439, introduced by Senator Magnuson, would reactivate the War 
Damage Corporation program carried on during World War II to 
provide insurance coverage for property damaged through war risks. 

S. 114, introduced by Senator Ferguson, would, in addition, provide 
Federal reinsurance for workmen’s compensation liability insurance. 

S. 1309, introduced by Senator Ives, would accomplish both these 
purposes and also authorize insurance for injury or death of civil 
defense workers in the performance of official duties. Similar bills 
have been introduced in the House of Representatives. H. R. 2352 
introduced by Congressman Wolcott, contains a provision not found 
in any of the Senate bills. It would provide insurance coverage for 
damage to property located in any other country than the United 
States if owned by citizens of the United States. 

On December 21, 1950, the Senate Banking and Currency Com- 
mittee reported favorably t to the Senate H. R. 9802, which would have 
reactivated the War Damage Corporation. It was not possible, in 
view of the fact that the Senate was then working under a unanimous- 
consent rule, to have that House-passed bill approved by the Senate; 
however, due to the opinion of some that the scope of the bill should be 
enlarged to cover Federal reinsurance of workmen’s compensation 
liability insurance. The Banking and Currency Committee has not 
been unmindful of the importance of considering legislation on wars 
damage insurance, but unfortunately it has been impossible to schedule 
these hearings at avy earlier date due to the crowded agenda of the 
full committee. 
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Many of the matters before the full committee dealt with legislative 
authority required to proceed with physical construction, manufacture, 
or control of items needed for the defense program. Without mini- 
mizing the importance of war-damage insurance legislation, it is a 
matter of a different nature where retroactive legislation is possible. 
In fact, the law originally creating the War Damage Corporation 
was not passed until March 27, 1942, but it authorized retroactive 
coverage of losses occurring after December 6, 1941. 

Cor responde nce received by the committee has also suggested that 
provision be made for Federal insurance coverage of unemployment 
insurance funds and accounts receivable. 

Except in the case of civil defense workers, however, no proposal 
has been received that Federal legislation be adopted to provide insur- 
ance on account of personal injury or death. 

This whole problem of war-damage insurance is one of great magni- 
tude. We are dealing in legislation which might commit the Federal 
Government to a huge financial liability, when we consider that the 
present value of real estate alone in the United States is estimated 
at $400 billion, and the destructive force of weapons has increased 
tremendously within the last 6 years. Nor is the problem alone one 
of large amounts of money. 

We should consider the inflationary effect of the involuntary con- 
version of property to money through insurance payments during a 
period when building materials will probably be in short supply. 

We must also consider the need for allocating available materials 
for rehabilitation and repair to structures and areas which most need 
rebuilding. 

Further, we must decide whether insurance programs under this 
proposed legislation should be voluntary, as during World War IT, 
or compulsory in order to avoid the disadvantages of adverse selection. 

These and many other phases of this subject require thoughtful 
consideration. All problems dealing with war-damage insurance or 
indemnity should be raised now during these hearings. It is my hope 
that this series of hearings may serve to develop facts upon which 
appropriate action can be taken by the Congress. It is the intention 
of the subcommittee to start with those witnesses who are presently 
ready to present the views of the organizations they represent. T can 
assure unorganized individuals and small property owners that the 
subcommittee has their problems in mind, as expressed in numerous 
letters received by the subcommittee and the full committee. We 
expect to receive testimony at a later date from representatives of 
the executive branch of the Government. In order that the testimony 
may be most useful, I ask each witness appearing on behalf of an 
organization to give a résumé of its size, the nature of its business, 
and its members. 

With this explanation, without objection, the three bills will be 
entered in the record at this point. 


(The bills referred to follow:) 
{S. 114, 82d Cong., 1st sess.] 
A BILL To grant succession to the War Damage Corporation 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘War Damage 
Corporation Act of 1950.” 
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Src. 2. Notwithstanding the Government Corporation Control Aet or the 
charter of the War Damage Corporation, the War Damage Corporation (herein- 
after referred to as the ‘‘Corporation’’) shall have succession for the objects and 
purposes set forth in section 3. The Corporation shall not have succession beyond 
July .. 1955, except for purposes of liquidation, unless it Is extended bevond such 
date pursuant to an Act of Congress. 


Sec. 3. The Reconstruction Finance Corporation is directed to supply funds 
to the Corporation. Such funds shall be:supplied only upon the request of the 
President and the aggregate amount of the funds so supplied shall not exceed 
$1,000,000,000, exclusive of capital stock subscribed and paid in prior to the date 
of the enactment of this Act. The Corporation shall pay interes to the Recon- 
struction Finance Corporation on such funds, including those realized from capital 
stock, at a rate commensurate with that charged on borrow s Recon- 
struction Finance Corporation from the Treasury. The Corporat sa rized 
to use its funds to provide, through 1 urance, reinsurance or otherwise reason- 
able protection against loss of or damage to prope vy. rea ! pers 1 
through reinsurance (including the insurance of self ree plovers) reason- 
able protection against liability imposed under any work 
occupational disease act, employer! * liabilitv aet I r law. for I or 
disease suffered by employees and arising out of or in the rse of emp me! 
which may result from hostile or warlike action, including action it ndering, 
combating, or defending against an actual, impendit or pected attack (1) by 
any government or sovereign power (de jure or de facto r by anv authority 
using military, naval, or air forces: or (2) by military, nava ir air fore ir (3 
by an agent of anv such governm pow ut f icl 
general exceptions as the Corporation, with the approva f the resident at 
deem advisable. Such protection st all be ade availa por he pi ent of 
such premium or other charge, and subject to such terms and e¢ ‘1 as the 
Corporation, with the approval of the President, may but, in view of 
the national interest involved, the Corporation shall fr time to time establish 
uniform rates for each type of property with respect to ich protection is 
made available, and, in order to establish a basis for such rates, the Corporation 
shall estimate, from time to time, the average risk of lo mn all property of such 
type in the United States. Such protection shall be applicable only (1) to such 
property situated in the United States (including the several States and the Dis- 
trict of Columbia), the Canal Zone, the Territories and possessions of the United 
States; (2) to such property in transit between any points located in any the 
foregoing: and (3) to all bridges and tunnels between t United States and 
Canada and between the United States and Mexico: Provided, That such protec- 
tion shall not be applicable to property in transit upon which anv agen: of the 
Government is authorized to provide marine war-risk insurance The Corpora- 


tion, with the approval of the President, may suspend, restrict, or otherwise 
limit such protection in any area to the extent that it may determine to be neces- 
sary or advisable in consideration of the loss of control of such area by the United 
States making it impossible or impracticable to provide such protection such 
area. The Corporation, with the approval of the President, may provide such 
limitations and general exceptions with respect to classes of property protected 
and other matters as the Corporation may deem necessary or desirable 

Sec. 4. The Corporation shall have the following general powers in ‘arrying 
out the objects and purposes set forth in section 3: 

(1) To amend its charter insofar as is necessary to carry out the objects, 
purposes, and general powers set forth in sections 3 and 4 

(2) To adopt, alter, and use a corporate seal, which shall be judicially noticed 

(3) To adopt, amend, and repeal bylaws governing the conduct of its business, 
and the performance of the powers and duties granted to or imposed upon it by 
law. 

(4) To sue and be sued in its corporate name in any court of competent juris- 
diction. 

(5) To determine the character of and the necessity for its obligations and 
expenditures and the manner in which they shall be incurred, allowed,-and paid, 
subject to the laws applicable specifically to Government corporations 

(6) The acquire, in any lawful manner, any property—real, personal, or mixed, 
tangible or intangible—to hold, maintain, use, and operate the same; and to sell, 
lease, or otherwise dispose of the same, whenever any of the foregoing transactions 
are deemed necessary or appropriate to the conduct of the activities authorized 
by this Act, and on such terms as may be prescribed by the Corporation 
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(7) To execute all instruments necessary or appropriate in the exercise of any 
of its functions. ° 
same manner and under the same 
conditions as the executive departments of the Federal Government. 

(Y 


(8) To use the United States mails in the 


fo settle and adjust claims held by it against other persons or part i¢ 
by other persons or parties against the Corporation. 
10) To borrow, hypothecate, and to invest and reinvest its funds. 
L] To appoint such officers, agents attorneys and employ 


ees as mav be 
necessary for the conduct of the business of the Corporation: and 


to ce le vate 1o 


them such powers and to prescribe for them such duties as may be deemed appro- 


priate DV tne Corporation: Pron ded, howeve That all employees on the pay roll 


of the Corporation shall have been appoints d and shall be compet nsated in accord- 
t} 


ance with the Civil Service Act and the Classification Act of 1949. . 
(12) To take such actions as may be necessary or appropriate to carry out the 
powers and duties herein or hereafter specifically granted to or imposed upon it. 


sec. 5. The Corporation, including its franchise, its capital, reserves, surplus, 
and income, shall be-exempt from all taxation (which shall, for all purposes, be 
deemed to include sales, use, storage, and purchase taxes) now or hereafter imposed 
by the United States, or any Territory, dependency, 
any State county, 


or possession thereof, or by 
municipality, or local taxing authority, except that any real 
property (or buildings which are considered by the laws of any State to be personal 
property for taxation purposes) of the Corporation shall be subject to State, 
Territorial, county, municipal, or local taxation to the same extent according to its 
value as other real property is taxed. 

Sec. 6. The Corporation shall contribute to the Civil Service Retirement and 
Disability Fund, on the basis of annual billings as determined by the Civil Service 
Commission, for the Government’s share of the cost of the Civil Service Retire- 
ment System applicable to the Corporation’s employees The Corporation 
shall also contribute to the Employees’ Compensation Fund, on the basis of 
annual billings as determined by the Federal Security Administrator, for the 
benefit payments made from such fund on account of the Corporation’s employees 


The annual billings shall also include a statement of the fair portion of the cost of 





} 


istration of the respective funds, which shall be paid by the Corporation 


into the Treasury as miscellaneous receipts. 


[S. 439, 82d Cong., Ist sess.] 


A BILL TO grant succession to the War Damage Corporation 


RP tf enacted t j the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘War Damage 
Corporation Act of 1951’’. 





DE 2. Notwithstanding the Government Corporation Control] Ac wr the 
charter of the War Damage Corporatior . the War Damage Corporati herein- 
after referred to as the ‘“‘Corporation’’) shall have succession for the objects and 
purposes set forth in section > The Corporatio! shall not have suceession 
be. nd J 1i\ | 1955, except fi r purposes of liq iidatio1 , VW less 1t 1 extended 
beyond such date pursuant to al Act of Congres 

S §. The R struction Fin e Corporatio lirected 1 Dp] 1 ) 
the Corporation Such funds shall be supplied only upon the re quest of the 
President and the aggregate amount of the funds so supplied shall not exceed 


$1,000,000,000, exclusive of capit: 
of the enactment of this Act 


struction Finance Corporation on su 


stock subseribed and paid in prior to the date 
Corporation shail pav intere to the Re cCon- 





h funds, including those realized from capita 


( 
stock, at a rate commensurate with that charged on borrowings by the Recon 


struction Finance Corporation from the Treasurv. The Corporation is authorized 
to use its funds to provide, through insurance, reinsurance, or otherwise, reasonable 
protection against loss of or damage to property, real and personal, wh 


li 





result from hostile or warlike action, including action in hindering, combating, 
or defending against an actual, impending, or expected attack, (1) by any govern-, 
ment or sovereign power (de jure or de facto), or by any authority using military, 
naval, or air forees; or (2) by military, naval, or air forces; or (3) by an agent of 
any such government, power, authority, or forees; with such general exceptions 


as the Corporation, with the approval of the President, may deem advisable. 


Such protection shall be made available upon the payment of such premium or 
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other charge, and subject to such terms and conditio is the Corporat 


the approval of the President, may establish, but, in vie of the nat al interest 
involved, the Corporation shall from time to time establish uniform rates for eacl 
type of property with respect to which such protection is made available, a 


in order to establish a basis for such rates, the Corporation shall estimate. fron 


time to time, the average risk of loss on all property of such tvpe in tl United 
States. s ich prot ev1o0n shall pe applicable On | to enh property in j 
the United States (including the several States and the Distrie f Colun i 
the Canal Zone, the Territories and possessions of the United States; (2 


property in transit between any points located in any of t foregoing; and (3) to 
all bridges and tunnels between the United States and Canada and betwee 
United States and Mexico: Provided, That such protecti hall not be applical 


to property in transit upon which any ageney of the Government is aut! 

to provide marine war-risk insurances The Corporati th the approval of 
the Pre sident, may Stl pend, restrict, or otherwise nl en pnrote roniimn:a ‘ irea 
to the extent that it may determine to be necessary o | ul consideratio 

of the loss of control of such area by the United States making it impossible o 
impracticable to provide such protection in such area Che Corporation, wit 


\ 
the approval of the President, may provide such limitations and general excep 
tions with respect to classes of property protect 1 and other matters as the ¢ rpo- 
ration may deem necessary or desirable. 

Src. 4. The Corporation shall have the following general powers in earrvins 
out the objects and purposes set forth in section 3: 


(1) To amend its charter insofar as is necessary to carry out the objects 
purposes, and general powers set forth in sections 3 and 4 

(2) To adopt, alter, and use a corporate seal, whic! ull be judicially noticed 

(3) To adopt, amend, and repeal bylaws governing the conduct of its business 


and the performance of the powers and duties granted to or imposed upon it by 
law. 


(4) To sue and be sued in its corporate name in a court of competent 
jurisdiction. 

(5) To determine the character of and the necessity for obligatio and 
expenditures and the manner in which they shall be incurred, allowed, and paid, 


subject to the laws applicable specifically to Government corporations. 

(6) To acquire, in any lawful manner, any property—real, personal, or mixed, 
tangible or intangible—to hold, maintain, use, and operate the same 
lease, or otherwise dispose of the same, whenever any of the foregoing transactior 
are deemed necessary or appropriate to the conduct. of the activities authorized 
by this Act, and on such terms as may be prescribed by the Corporatio 


(7) To execute all instruments necessary or appropriat eXe! fa 
of its functions. 

(8) To use the United States mails in the same manner and under 1 i 
conditions as the executive departments of the Federal Government 

(9) To settle and adjust claims held bv it against other persons or parties and 
other persons or parties against the Corporatior 

(10 ‘To borrow, hvpothecate, and to i vest a 1 ré t fund 

11) To appoint such officers, agents, attorneys, and employee isn 
necessary for the conduct of the business of the Corporation: and to delegate to 
them such powers and to prescribe for them such duties ¢ ivy be deemed appro- 
priate by the Corporation: Provided, however, That all employees on the payr of 


the Corporation shall have been appointed and shall be compensated in accordance 
with the Civil Service Act and the Classification Act of 1949 
(12) To take such actions as may be necessary or appropriate to carry « the 
powers and duties herein or hereafter s 
Sec. 5. The Corporation, includins 


pecifically granted to or imposed up 


ts franchise, 1 pital, reser 


and income, shall be exempt from all taxation (which shall, for all purposes, be 
deemed to include sales, use, storage, and purchase taxes) now or hereafter imposed 
by the United States, or any Territory, dependency, or possession thereof, or b 


any State, county, municipality, or local taxing authority, exce 
property (or buildings which are considered by the laws of any State to be personal 
property for taxation purposes) of the Corporation shall be subject to Stat 
Territorial, county, municipal, or local taxation to the same extent according to 
its value as other real property is taxed 

Sec. 6. The Corporation shall contribute to the Civil Service Retirement and 
Disability Fund, on the basis of annual billings as determined by the Civil Service 
Commission, for the Government’s share of the cost of the Civil Service Retire- 
ment System applicable to the Corporation’s employees. The Corporation shall 
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also contribute to the Employee’s Compensation Fund, on the basis of annual 
billings as determined by the Federal Security Administrator, for the benefit 
payments made from such fund on account of the Corporation’s employees. The 
annual billings shall also include a statement of the fair portion of the cost of the 
administration of the respective funds, which shall be paid by the Corporation 
into the Treasury as miscellaneous receipts. 


[S. 1309, 82d Cong., Ist se 


4 BILL To grant succession to the War Damage Corporation 
B t enacted by the Senate and House of Representatives of the United States of 
ly ca in Congress assembled, That this Act may be cited as the ‘‘War Damage 
Corporation Act of 1951” 


Sec. 2. Notwithstanding the Government Corporation Control Act or the 


charter of the War Damage Corporation, the War Damage Corporation (herein- 


after referred to as the ‘‘Corporation’’) shall have succession for the objects and 
purposes set forth in section 3. The Corporation shal! not have succession beyond 
July 1, 1955, except for purposes of liquidation, unless it is extended beyond such 
date pursuant to an Act of Congress 

Si 3. The Reeonstruction Finance Corporation is directed to supply funds 
o the ( orporatlol Su h fur ds shall be supplied only upo! the re quest of the 
President and the aggregate amount of the funds so supplied shall not exceed 
$1,000,000,000, exclusive of capital stock subscribed and paid in prior to the date 
f the enactment of this Act. The ¢ orporation shall pay interest to the Recon- 


struction Finance Corporation on such funds, including those realized from capital 
stock, at a rate commensurate with that charged on borrowings by the Recon- 
struction Finance Corporation from the Treasury. The Corporation is authorized 
to use its funds to provide, through insurance, reinsurance, or otherwise 

A) reasonable protection against loss of or damage to property, real and 
personal; 

B) reasonable protection against liability imposed under any workmen’s 
compensation act, occupational disease act, employer’s liability act or similar 
law, for injury or disease suffered by employees and arising out of or in the 
course of employment; and 

C) reasonable compensation for personal injury or death suffered by any 
civil defense worker (subject to the order or control of a State government or 
any political subdivision thereof) in the performance of civil defense duties 
under a State civil defense program; 

which may result from hostile or warlike action, including action in hindering, 
combating, or defending against any actual, impending, or expected attack, 
1) by any government or sovereign power (de jure or de facto), or by any authority 
using military, naval, or air forces; or (2) by military, naval, or air forces; or 
(3) by an agent of any such government, power, authority, or forces; which such 
general exceptions as the Corporation, with the approval of the President, may 
deem advisable. Such protection shall be made available upon the payment of 
such premium or other charge, and subject to such terms and conditions, as the 
Corporation, with the approval of the President, may establish, but, in view of 
the national interest involved, the Corporation shall from time to time establish 
uniform rates (A) for each type of property with respect to which such protection 
is made available, (B) for each type of liability imposed under any workmen’s 
compensation act, occupational disease act, employer’s liability act or similar 
law with respect to which such protection is made available, (C) for compensation 
for personal injury or death suffered by civil defense workers with respect to 
whom such protection is made available, and, in order to establish a basis for 
such rates, the Corporation shall estimate, from time to time, the average risk 
of loss (i) on all such property of such type in the United States, (ii) on all such 
liability, and (iii) on all such compensation. Such protection shall be applicable 
only (1) to such property situated, or injury, disease, and death occurring, in the 
United States (including the several States and the District of Columbia), the 
Canal Zone, the Territories and possessions of the United States; (2) to such 
property in transit between any points located in any of the foregoing; and (3) 
to all bridges and tunnels between the United States and Canada and between the 
United States and Mexico: Provided, That such protection shall not be applicable 
to property in transit upon which any agency of the Government is authorized 
to provide marine war-risk insurance. The Corporation, with the approval of 
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the President, may suspend, restrict, or otherwise limit such protection in any area 
to the extent that it may determine to be necessary or advisable in consideration 
of the loss of control of such area by the United States making it impossible or 
impracticable to provide such protection in such area. The Corporation, with 
the approval of the President, may provide such limitations and general exceptions 
with respect to classes of property protected and other matters as the Corporation 
may deem necessary or desirable. 

Sec. 4. The Corporation shall have the following general powers in carrying out 
the objects and purposes set forth in section 3: 

(1) To amend its charter insofar as is necessary to carry out the objects, 
purposes, and general powers set forth in sections 3 and 4 

(2) To adopt, alter, and use a corporate seal, which shall be judicially noticed 

(3) To adopt, amend, and repeal bylaws governing the conduct of its business, 
and the performance of the powers and duties granted to or imposed upon it 
by law. 

'(4) To sue and be sued in its corporate name in at yurt of competent 
jurisdiction. 

(5) To determine the character of and the necessity for its obligations and 
expenditures and the manner in which they shall be incurred, allowed, and paid, 
subject to the laws applicable specifically to Government corporations 

(6) To acquire, in any lawful manner, any property—real, personal, or mixed, 
tangible or intangible—to hold, maintain, use, and operate the san ind to 
lease, or otherwise dispose of the same, whenever any of the foregoing transactions 
are deemed necessary or appropriate to the conduct of the activities authorized 
by this Act, and on such terms as may be prescribed by the Corporatior 

(7) ‘To execute all instruments necessary or appropriate in the exercise of any 
of its functions. 

(8) To use the United States mails in the same manner and under the same 
conditions as the executive departments of the Federal Government. 

(9) To settle and adjust claims held by it against other persons or parties and 
by other persons or parties against the Corporation 

(10) To borrow, hypothecate, and to invest and reinvest its funds. 

(11) To appoint such officers, agents, attorneys, and employees as may be 
necessary for the conduct of the business of the Corporation: and to delegate to 
them such powers and to prescribe for them such duties as may be deemed appro- 
priate by the Corporation: Provided, however, That ail emplovees on the payroll 
of the Corporation shall have been appointed and shall b 
ance with the Civil Service Act and the Classification Act of 1949 

(12) To take such actions as may be necessary or appropriate to carry out 
the powers and duties herein or hereafter specifically granted to or imposed 
upon it. 


+ } ; . 
e compensated in accord- 


Sec. 5. The Corporation, including its franchise, its capital, reserve surplus, 
and income, shall be exempt from all taxation (which shall, for all purposes, be 
deemed to include sales, use, storage, and purchase taxes) now or hereafter 
imposed by the United States, or any Territory, dependency, or possession thereof 
or by any State, county, municipality, or local taxi authority, except that 
any real property (or buildings which are considered by tl] ws of any Stat 
to be personal property for taxation purposes) of the Corporation shall be subject 
to State, Territorial, county, municipal, or local taxation to the same extent 
according to its value as other real property is taxed 

Sec. 6. The Corporation shall contribute to the Civil Service Retirement and 
Disability Fund, on the basis of annual billings as determined by the Civil 
Service Commission, for the Government’s share of the cost of the Civil Servies 
Retirement System applicable to the Corporation’s emplovees he Corporation 


shall also contribute to the Emplovees’ Compensation Fund, on the basis of 
annual billings as determined by the Secretary of Labor, for the benefit payments 


made from such fund on account of the Corporation’s employees. The annual 
billings shall also include a statement of the fair port f the cost of the admin 
istration of the respective funds, which shall be paid by t Corporation into the 


Treasury as miscellaneous receipts. 


Senator Frear. I shall ask that the first witness, Mr. James F. 
Cook, Jr., president of the National Association of Building Owners 
and Managers, come to the stand. 

Mr. Cook. 


Mr. Coox. Mr. Chairman and honorable Senators 
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Senator FrReaR. I am sure you all know the members present here, 
Senator Schoeppel, of Kansas, and Senator Dirksen, of Illinois. 

Mr. Cook. Right in my home territory. 

Senator Frear. Fine. 


STATEMENT OF JAMES F. COOK, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF BUILDING OWNERS AND MANAGERS 


Mir. Cook. I am James F. Cock, Jr., president of the National 
Association of Building Owners and Managers, on behalf of which 
organization | appear before vou today. 

\lyv personal business is in St. Louis, where I am identified, as presi- 
dent, with the Isaac T. Cook Co., engaging in the management of 
commercial properties and related business activity. My official 
duties take me to various parts of the country, thus affording general 
acquaintance with conditions pertinent to the subject matter under 
discussion; they take me rather frequently to Chicago where the 
national office of our association is located, and on occasion to Wash- 
ington, D. C., where a great many things are gomg on in which we 
have a proper, definite, and I believe a consistently helpful interest. 
Thus, they bring me here today. 

The National Association of Building Owners and Managers, 
its name implies, is a trade association representing the ownership and 
management of office buildings, loft buildings, and business accom- 
modations of all types. 

In the first category, particularly, it represents a very high percent- 
age of the office buildings of the country, constituting in themselves 
a $10 billion industry. Our representation of other types of com- 
mercial property is also substantial and the coverage, geographically, 
is all-inclusive. Federated with our association are local associations 
of building owners and managers in 55 principal cities of this country, 
each in turn representative in their respective community; and we have 
varying numbers of individual member properties in each of some 
80 other cities. Thus you will see that we speak for business enter- 
prises that are most concerned with the form of insurance protection 
you are now considering. This explains my reason for being here. 

I should add that our insurance committee, whose views were 
canvassed before this statement was prepared, is regionally repre- 
sentative of our membership at large, as is the executive committee 
with whose concurrence | present our suggestions and recom- 
mendations, 

The association is in general sympathy with the provisions of S. 114 
and S. 439, which you have under consideration. The principal 
difference appears to be that the former, introduced by Senator 
Ferguson, would include in its coverage certain types of li bility, such 
as workmen’s compensation, which the latter, introduced by Senator 
Magnuson, omits. I might add since arriving here I find you have 
under consideration S. 1309, introduced by Senators Ives and Douglas, 
which goes one step further, and includes the consideration of insur- 
ance of civil defense workers. The matter concerning which we are 
not disposed to take issue so long as the original purpose of war 
damage indemnity, as previously effectuated, is accomplished. 

All three measures would derive funds from the Reconstruction 
Finance Corporation, and I am reminded that some question had 
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been raised as to the future status of that agency—but now has been 
resolved. Such matters, in turn, we have no thought of going into, 
satisfied that your selection of an agency to tie to, will be sound. 
We have every confidence in the intent, judgment, and ability of the 
Banking and Currency Committee to deal with the requirements of 
of this important and rather formidable undertaking. 

Our recommendations deal exclusively with the functions to be 
performed, their application to the needs of the public to be served, 
and the end result to be achieved. 

I might add that we come to you as building owners and managers, 
and not as insurance technicians. I would not venture an opinion 
as to what price tag this type of insurance should ultimately carry, in 
the present state of world confusion—though I doubt whether even 
the experts in this field can solve that problem in advance. 

But there are certain aspects on which we can speak with conviec- 
tion and these I shall enumerate in nontechnical language, as a matter 
of preference as well as discretion. I therefore submit: 

1. War damage insurance, providing protection against loss or 
damage to physical property, resulting from enemy action or resistance 
thereto, should be made available as quickly as possible to all citizens 
of the United States and to all corporations of its several States and 
‘Territories. 

The conduct of war has been extended from the destruction of 
military forces to include the destruction of the civilian means of 
prosecuting the war—transportation; communications; production 
centers of arms, munitions, steel, oil, fuel, food, clothing, and other 
essential war material; warehouse facilities; office and loft buildings; 
and residential housing. Successful prosecution of a war. effort 
requires the availability of financial as well as other means for their 
restoration as rapidly as possible. 

2. All care should be exercised in defining under what circumstances 
war-damage indemnity is made available and to what or whom it 
applies. ‘The designation “war damage’’ presupposes a state of war, 
but we have discovered that undeclared war may be as devastating 
as any other kind. The insurable damage should be that which 
results from military action, by land, sea or air, whether by actual or 
potential enemies, our allies, or our own defensive forces. It should 
be proper to include, and we so recommend, damage created by 
enemy agents in the form of sabotage. On the other hand, the term 

“physical property” should be confined to that which has tangible 
or replaceable value, excluding items which merely reflect value, such 
as money, checks, drafts, securities, and commercial paper. 

We are in general agreement, I am sure, as to the nature of the 
hazards against which insurance protection should be provided. I am 
only thinking that sometimes what is clear to those who frame a piece 
of legislation gives rise later to questions of legislative intent. We 
were advised by insurance people at the time that there were some 

‘blind spots” in our previous war damage experiment. Such lapses, 
I am confident, this committee will take pains to avoid. 

3. In providing such insurance, in the interest of saving manpower, 
minimizing costs, and making for efficiency, appropriate use should 
be made of existing facilities which the insurance companies and 
the loss-adjustment bureaus are in a position to provide for issuance 
of evidence of coverage, collection of premiums or other costs, and 
settlement of claims. 
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In this connection it should be said that we would favor, as a matter 
of principle, having the insurance companies take over the entire 
program of war-damage insurance if it were feasible, if they were 
disposed to do it, and if they had the resources to see it through. 
But we are dealing with extraordinary risks which conceivably could 
tax the resources of the Government itself. So, we see no alternative. 
But the point should be recognized, and in all respects preserved, of 
keeping the war damage indemnity within the present exclusions 
of commercial policies. 

4. Such insurance should be provided at the cost of the insured. 
There is no other equitable basis. But it does not follow that it 
should be borne exclusively, or even mainly, by the owners of properties 
considered most vulnerable to damage and destruction, as, for example, 
those in production centers which might offer a first object of attack. 

For one thing, it is quite impossible to measure the relative ‘“expo- 
sure’’ of different locations. There can be no monopoly of hazard in 
modern warfare. But, in a larger sense, the potential loss in as 
obligation which attaches to all property and in which all should 
share, just as the cost of replacing a battleship or, for that matter, the 
general cost of prosecuting warfare is the responsibility of all citizens. 

This being so, the obvious goal to be sought, for the greatest benefit 
to the greatest number, is the widest possible distribution of insurance 
protection. This can be encouraged in various ways, the most logical 
and acceptable of which leads inevitably to our next point. 

5. The cost of such insurance should be as reasonable as the cir- 
cumstances permit, and there should be no desire, or intent of the 
Government to make a profit. We feel that a declaration of such 
policy should be incorporated in the act itself; that there may be no 
mistake about it, for at some later stage a contrary interpretation is 
not precluded. 

Granting that at this date no one can appraise the extent of pos- 
sible losses, and that any basis of compensation must be developed by 
the trial-and-error method, it should be the consistent purpose to 
avoid excessive charges if for no other reason than to promote general 
and prompt acceptance. 

6. Should the operation of the war-damage insurance program 
actually result in a profit, as happened under similar though hardly 
comparable circumstances during World War II, this would be prima 
facie evidence that the charge to the insured had in fact been excessive, 
and it would be only proper and fair to provide for a refund to policy 
holders on some equitable basis, to the extent of such excess. This 
would undoubtedly prove to be a laborious and expensive task; by 
far the better way would be to establish administrative procedures 
that will relate cost to experience as developments warrant or demand. 

Certain suggestions which follow will have further bearing on this 
point. 

7. We are aware that much consideration has been given to the 
question whether war-damage insurance should be voluntary, just 
as ordinary insurance is voluntary. In principle, all should favor the 
voluntary method; for the average American still holds to the doctrine 
of free choice in a free country. But other phases of the war effort 


are compulsory, and have been accepted, thus making a virtue of 


necessity. The practical reason for favoring the voluntary system 
granting that general coverage will prove most equitable in the ulti- 
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mate result—is that any other plan that has been advocated would be 
difficult to enforce. The practical reason for favoring a compulsory 
form of insurance is that, with broad coverage and assumption of 
cost, the initial expense can be greatly reduced, as well as the ultimate 
charge for such insurance. 

One manifest defect in our previous experience was lack of general 


distribution. The net result was that those who ignored the War- 
damage program fared far better than those who “went along.’ All 
this was contusing and gave rise to complaint. Such dissatisfacti 
mi ay not have been well founded, but nevertheless prevailed. 


The diflio ‘ulties that were encountered in our previous voluntary 
ous riment could be avoided if a more general coverage were assured. 
In this connection one of our federated associations, which has even 
a great deal of study to insurance matters as they affect our business, 
and to war-damage insurance in particular, has advanced an sug- 
gestion that the cost of war damage insurance be financed by a Federal 
excise tax on fire-insurance premiums, providing automatic coverage 
in like amount. We pass this on to your committee as an interesting 
proposal, worthy of careful consideration. 

Under this plan, the sharing of the cost by most of the cities of 
the country could be accomplished by levying a small excise tax on 
the premiums of all building and personal- -property fire insurance 
written by companies doing business in the United States and its 
Territories. There would be given to those insured under such 
policies war-damage insurance coverage in the same amount as the 
fire insurance and affording protection for the same insured property. 

To provide war-damage insurance protection for individuals and 
corporations who are self-insurers against loss or damage by fire, and 
to provide excess coverage for individuals and corporations desiring 
protection greater in amount than their fire insurance coverage, the 
Government should make such insurance available on a voluntary 
basis. Undoubtedly the railroads, steel companies, and other large 
companies, who are now self-insurers, would want war-damage pro- 
tection in view of their vulnerability, thus spreading the coverage 
and assumption of cost over the entire country. 

We are aware that treating this charge as an excise tax presents 
certain complications in that taxation a originate in the Ways 
and Means Committee of the House of {f Representatives, but that 
suggests no impairment of the me ihede propose d. We do not know 
that such a plan has been previously considered and feel that it merits 
your attention. 

9. In any case, the charge for the first year’s insurance should be 
no more than to create a reasonable reserve unless grave changes in 
the international picture intervene prior to the date of administration. 
Policies should be written for terms limited to 1 year, the rate for 
subsequent years being gaged by loss and cost experience. Thus will 
be accomplished a conservative approach, with an initial charge and 
subsequent program acceptable to all participants. By ‘pooling’’ 
all proceeds with attendant costs, future contributions can be kept 
in realistic relation to requirements. 

In conclusion, we submit that the Congress of the United States 
should make the earliest possible provision for insurance against war 
losses. Such insurance should be provided at the cost of the insured 

85516—52——2 
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at as reasonable a rate as circumstances permit without profit to the 
Government, adopting such means as it finds most promising and 
effective to encourage and assure the widest possible participation 
by all owners of insurable property. 

I thank you. 

Senator Frear. Thank you, Mr. Cook. 

Do you have any questions? 

Senator ScHorPPEL. Mr. Cook. 

Mr. Cook. Yes, sir. 

Senator ScHorrre.. I want to confess at the outset this is prob- 
ably the most confusing and most technical field that we could move 
into. Ishare with you, and I am sure others who appear before this 
committee, the feeling that, whatever we do, we should first tie in to 
some sound financial approach that can meet the objectives that we 
seek to accomplish. 

Mr. Cook. Yes, sit 

Senator Scuorpret. I am wondering if the question here, and 
throughout this entire series of hearings, will not focus itself upon 
what actually is an insurable risk and how far we can go to determine 
those things and set up the proper insurable safety amounts 

If 1 understand your testimony, you advocate the Government 
handing this over to the private companies? 

Mr. Cook. What I have proposed here, Senator, is that the Gov- 
ernment would have to, in one manner or another, underwrite the 
project. When I say “underwrite” it, you will notice from my testi- 
mony that we are proposing that in the long run the United States 
Government pays no cost of the msurance. We think the beneficiary 
should do so, but we do feel it will be necessary because of the enormity 
of the possible losses—as the chairman has pointed out, there is 400 
billion or more dollars’ worth of real property alone in this country 
that only the United States Government could actually underwrite 
the project. 

We feel that the insurance es through their facilities could 
render the services necessary to handle the actual mechanics of the 
proje i 

Now, vou understand, and I repeat, that I am a building manager, 
not an insurance man. Our association looks at this project from the 
standpoint of the need of the owner of real property, and perhaps 
some of my answers may not sound technically correct because I in 
ho way handle insurance. The only way I deal with insurance is as 

purchaser for other owners of property. 

Senator ScHorprpeEL. Have you and your group studied the possi- 
bility of your private insurance e companies doing the job? Have you 
given any study to that? Have you prepared anything that we might 
submit to the committee for study as we approach the final approval 
of some of these measures? 

Mr. Cook. It is our belief the private companies would be finan- 
cially unable to accept this responsibility because the possible damage 
is so great that it is inconceivable that the private companies could 
do that according to our amateur understé aalie. gain I repeat, of 
the condition of the insurance companies. 

Senator ScHoerrPe.. [ rather gathered that some additional wit- 
nesses who will be before us will go into certain phases of that more 
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1 detail. I certainly would like to have some light on that. That 
is one reason why | wanted to have, if you had some suggestion, some 
pertinent studies that you might give us the benefit of, to have for 
future reference of the members of the committee. 

Senator FrReEAR. Senator Dirksen. 

Senator Dirksen. I have no questions. Thank you. 

Senator Frear. I am sure all the people in this room recognized 
Senator Ferguson when he came in the room, the author of S. 114. 

Thank you very much, Mr. Cook. 

Mr. Cook. Thank you, sir. 

Senator Frear. The next witness is Mr. Herbert P. Stellwagen, 
executive vice president of the Indemnity Insurance Co. of North 


America, on behalf of the Association of Casualty and Surety Com- 
panies. 

Mr. STELLWAGEN. Good morning, sir. 

Senator Frear. Good morning, sir. Glad to have you with us. 


You may proceed in your own manner, sir. 


STATEMENT OF HERBERT P. STELLWAGEN, REPRESENTING THE 
ASSOCIATION OF CASUALTY AND SURETY COMPANIES 


Mr. SreLpwaGen. My name is Herbert P. Stellwagen, and I am 
executive vice president of the Indemnity Insurance Co. of North 
America. My address is 1600 Arch ee Philadelphia, Pa. I am 
appearing in behalf of the Association of Casualty and Surety Com- 
panies, a volunt: iy nonprofit organization compos ed ol S84 capital- 
stock Insurance companies writing various forms of casualty insur- 
ance, including workmen’s compensation insurance. A list of the 
companies constituting the association membership is submitted. 

(The list of companies referred to follows: 


ASSOCIATION OF CASUALTY AND SURETY COMPANI 60 JouHN STR 


TORK. IN: | Xi 


NEW 


MEMBERSHIP LIS1 


(etna Casualtv & Surety Co., Hartford, Cor 

American Bonding Co. of Baltimore, Baltimore, Md 

\merican Casualtv Co., Reading, Pa. 

American Credit Indemnity Co. of New York, Balti e, Md 
American Emplovers’ Insurance Co., Boston, Mas 

\merican Guarantee and Liability Insurance C¢ Chicago, | 


American Insurance Co., Newark, N. J. 
American Re-Insurance Co., New York, N. ¥ 


American Surety Co. of New York, New York, N. Y. 
Bankers Indemnity Insurance Co., Newark, N. J. 
Boston Insuranee Co.. Boston, Mass 


Car and General Insurance Corp., Ltd., New York, N. \¥ 
Century Indemnity Co., Hartford, Com 

Columbia Casualty Co., New York, N. Y. 

Commercial Casualty Insurance Co., Newark, N. J 
Connecticut Fire Insuranee Co., Hartford, Con: 
Connecticut Indemnity Co., New Haven, Conn. 

Kagle Fire Co. of New York, New York, N. Y. 
Employers Insurance Co. of Alabama, Inc., Birmingham, Ala 
Employers’ Liability Assurance Corp,. Ltd., Boston, Mass 
Kkmplovers Reinsurance Corp., Kansas City, Mo 
Equitable Fire and Marine Insurance Co., Hartford, Com 
Fidelity and Casualty Co. of New York, New York, N. } 
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Fidelity and Deposit Co. of Maryland, Baltimore, Md. 

Fire Association of Philadelphia, Philadelphia, Pa. 

Fireman’s Fund Indemnity Co., San Francisco, Calif. 

Franklin National Insurance Co. of New York, Hartford, Conn. 


General Accident, Fire & Life Assurance Corp. Ltd., Philadelphia, Pa. 


General Reinsurance Corp., New York, N. Y. 

Glens Falls Indemnity Co., Glens Falls, N. Y. 

Glens Falls Insurance Co., Glens Falls, N. Y. 

Globe Indemnity Co., New York, N. Y. 

Great American Indemnity Co., New York, N. Y. 

Guarantee Insurance Co., Los Angeles, Calif. 

Hartford Aecident and Indemnity Co., Hartford, Conn. 
Hartford Steam Boiler Inspection & Insurance Co., Hartford, Conn. 
Hawkevye-Securitv Insurance Co., Des Moines, lowa 

Home Indemnity Co., New York, N. Y. 

Home Insurance Co., New York, N. Y. 

Home Insurance Co. of Hawaii, Ltd., Honolulu, T. H. 
Indemnity Insurance Co. of North America, Philadelphia, Pa. 
Insurors Indemnity & Insurance Co., Tulsa, Okla. 

London & Lancashire Indemnity Co., Hartford, Conn. 
London Guarantee and Accident Co., Ltd., New York, N. ¥ 
Manufacturers Casualty Insurance Co., Philadelphia, Pa 
Maryland Casuaity Co., Baltimore, Md. 

Messachusetts Bonding & Insurance Co., Boston, Mass. 
Mechanics and Traders Insurance Co., Hartford, Conn. 
Merchants Indemnity Corp. of New York, New York, N. Y. 
Metropolitan Casualty Insurance Co. of N. Y., Newark, N. J. 
National Automobile & Casualty Insurance Co., Los Angeles, Calif. 
National Surety Corp., New York, N. Y. 

National Fire Insurance Co. of Hartford, Hartford, Conn. 
National Union Indemnity Co., Pittsburgh, Pa 

New Amsterdam Casualty Co., Baltimore, Md. 

Newark Insurance Co., New York, N. Y. 

New England Insurance Co., Springfield, Mass. 

New York Casualty Co., New York, N. Y. 


North American Casualty & Surety Reinsurance Corp., New York, N. Y 


Norwich Union Fire Insurance Society, Ltd., New York, N. ¥ 
Ocean Accident & Guarantee Corp., Ltd., New York, N. Y 
Ohio Farmers Indemnity Co., Le Roy, Ohio. 

Old Colony Insurance Co., Boston, Mass. 

Pacific Insurance Co., Ltd., Honolulu, T. H. 

Phoenix Indemnity Co., New York, N. Y. 

Phoenix Insurance Co., Hartford, Conn. 

Preferred Accident Insurance Co. of New York, New York, N. 
Providence Washington Indemnity Co., Providence, R. I. 
Providence Washington Insurance Co., Providence, R. I 

Public National Insurance Co., Miami, Fla. 

Roval Indemnitv Co New York. N. Y. 

St. Paul-Mercury Indemnitv Co., St. Paul, Minn 

Seaboard Surety ca. New Yt rk. N. Y. 

Securitv Insurance Co. of New Haven, New Haven, Conn. 
Southern Fire & Casualty Co., Knoxville, Tenn. 

Springfield Fire & Marine Insurance Co., Springfield, Mass. 
Standard Aecident Insurance Co., Detroit, Mich. 

Sun Indemnitv Co.. New York, N. Y. 

Transcontinental Insuranee Co., Hartford, Conn. 

Travelers Indemnity Co., Hartford, Conn. 

Traveler Insurance Co Hartford. Conn. 

Tri-State Insurance Co., Tulsa, Okla. 

United National Indemnity Co., Hartford, Conn. 

United States Casualtv Co.. New York, N. Y. 

United States Fidelity & Guaranty Co., Baltimore, Md 

United Stetes Guarantee Co... New York. a 

Yorkshire Indemnitv Co.. New York. N. Y. 
Z, 


hurich General Accident & Liabilitv Insurance Co., Ltd., Chicago, 11] 
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Mr. STELLWAGE} In order to ext imine the problem of compensation 
for employees killed or injured as a result of war, and to suggest a 
solution to that problem, I should like to read a brief statement which 
sets forth the views of those whom I represent. This statement is 
concurred in and signed by five national organizations in addition to 
the Association of Casualty and Surety Companii 
tions are: The American Association of Stat Worl kmen’s Compensa- 
tion Insurance Funds, by Louis Buffler, chairman of public relations 
committee; the American Mutual Alliance, by John J. Wicker, Jr 
of counsel ; the American Reciprocal Association, DY Floyd E 


general counsel; the National Association of Insurance Agents. by 
Melvin J. Miller, president; the National Council of State Self- 
Insurers’ Associations, by Walter Linn, secretary-tr 

The statement follows: 


Workmen’s compensation laws, commonly so-called, are 


fs hose oreaniza- 


r 
- JSACODS, 


$wsure 


in effect in 


every State and Territory in the United States and in the District of 
Columbia, and additionally there is in effect the Federal Longshore- 


men’s and Harbor Workers’ ¢ ompensation Act 

Under such workmen’s eee m laws renerally, liability is 
imposed on emplovers, regardless of fault, for injuries to and death of 
employees sustained in the course of and arising out of their employ- 
ment. The liability is fixed bv statute. Neither the emplover 
his insurance carrier, if any, can exclude the liability by any 
or policy provision. 

In recent statements, Gen. Hoyt S. Vandenberg, Air Force Chief 
of Staff, and Gen. Omar Bradley, Chairman or the Joint Chiefs of 
Staff, have said in substance that United States planned defenses 
against air attack would not be of sufficient size or strength to preclude 
any possibility of this country being bombed. “If a determined 
enemy is willing to expend the effort, some bombers will get through,” 
General Bradley said. General Vandenberg stated that it would be 
“extraordinary” if as much as 20 to 30 percent of an enemy bomber 
force were shot down before making its strike on United States targets. 

“Even if you had radar installations every 10 miles and the ground 
liters ally covered with interceptors they would be doing an extraordinary 
job if they got as much as 20 to 30 percent of kills,” he said. 

In the event of enemy action, whether by air, atomic bomb, guided 
missile, sabotage, bacterial warfare, whatever its form, many em- 
ployees will be injured and many will die. No one can determine now 
with certainty the extent to which such cases will be held compensable 
by the courts. Some competent lawyers hold there is a distinct possi- 
bility that employers would be held lable where emplovees are 
injured, as a result of enemy attack on a plant engaged in the manu- 
facture of war materials, on the theory that the employment subjected 
the employee to a hazard greater than that to which persons not so 
employed are exposed. Some hold that if a war plant were attacked 
from the air, and an enemy bomb were to fall on a neighboring nonwar 
plant, or having struck the war plant, employees in the neighboring 
nonwar plant were injured or killed, the employer in the nonwar 
plant might be liable, Scena the proximity of the nonwar plant 
to the war plant created an abnormal hazard. Many variations of 
this situation can be imagined. 
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Enemy attack by atom or other bomb on an entire city or area 
could cause thousands of injuries and death to employees. If such 
bombings or such other forms of enemy attack occur, employers and 
insurance companies could be faced with potential liability so great 
as to exceed their total resources potentially and patently so great it 
could make workmen’s compensation insurers insolvent and em- 
ployers bankrupt. The workmen’s compensation insurance funds 
established in several States could be wiped out. 

If, in such cases, the courts hold employers liable for worlmen’s 
compensation, the effect on employers, on insurance companies and 
State insurance funds would be catastrophic, Employers are vitally 
involved, not only because most workmen’s compensation laws impose 
on them a direct liability which continues whether or not they insure, 
but also because many are self-insured and equally subject to such 
laws. It is obvious that if employers and their insurance companies 
were subjected to liability for such war losses, the assets and reserves 
set up to provide payment in normal peacetime cases to injured work- 
men and to dependents of deceased workers, would quickly disappear 
in the general debacle, with appalling consequences to those whom the 
States and the laws intended to protect, for the employees’ protection 
would have vanished. Obviously, too, insurance companies would 
be incapable of meeting their obligations under many other forms of 
insurance likewise essential to the maintenance of our economic 
structure. 

The problem therefore affects deeply and directly the national 
economy and our entire social structure. It is apparent that if our 
national economy and social structure we re 80 impaired, our national 
defense efforts would suffer proportionate], 

A long-range view suggests that in ie national interest employers 
should be relieved from any liability for death and injuries resulting 
from war. Clearly, it was never contemplated that employers would 
be required to face the possibility of ruinous liability under such laws 
for injuries or death caused by enemy attack. From the viewpoint of 
all interests and all concerned, it would seem entirely proper and 
necessary to relieve employers of such a potentiality and to expect 
the Federal Government to a appropriate re sponsibifit Vv respect- 
ing war injuries sustained either by employees or other civilians. 

It is recognized that the complete and ultimate solution of this 
problem involves so many and such important matters of public policy 
as to require thorough study and consideration, so that considerable 
delay in arriving at that solution may be anticipated. 

However, in the meantime, as a measure of immediate and essential 

relief, it is proposed and urged that the Congress authorize a recon- 
statue ‘d War Damage Corporation to reinsure workmen’s compensation 
insurance companies, including State funds and self-insurers, a losses 
due to the hazards of war. Such action would not preclude or hinder 
the eventual provision of complete relief under such later beatae ition 
as the Congress may enact, embracing the whole field of war injuries, 
but then in the meantime would give assurance to employers, insur- 
ance companies and employees of protection against economic disaster 
should enemy attack occur before such over-all legislation is enacted. 


That is the end of the statement subscribed to be the six organiza- 


tions I mentioned earlier. 
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It may be useful to define what is meant by reisurance. Remsur- 
ance means the assumption by one insurance company of ps ut or all of 
a risk originally assumed by another insurance company. If the 
company which is reinsured suffers a loss covered by the terms of the 
reinsurance agreement, then the reinsuring company will assume and 
pay for that loss. 

Obviously, the reinsuring company suffers no loss unless the com- 
pany reinsured suffers a loss in the first place. Applied to the matter 
before us, this means that a reconstituted War Damage Corporation 
would provide a policy or a treaty or reinsurance to a casualty com- 
pany which issues workmen’s compensation policies. The reinsurance 
agreement would state that the War Damage Corporation would 
indemnify the insured casualty company for workmen's compensation 
and employer’s liability losses resulting from war, and for which the 

casualty company was adjudged to be liable under its original policies. 
If the casualty company were required to est: ablish a reserve for such 
losses pending their adjudication, then the casualty company could 
take credit in its financial statement for such reserve because it would 
be entitled to reimbursement if the reserve were later translated into a 
loss payable. In other words, the War Damage Corporation would 
follow the fortunes of those whom it reinsures. ‘The same reinsurance 
procedure would apply in the case of self-insurers 

You may ask why reinsurance is suggeste das a solution to the prob- 
lem of possible war losses under workmen’s compensation insurance 
policies. The answer lies in the fact that the workmen's compensa- 
tion laws of the several States do not exclude liability for death and 
injuries resulting from war. Furthermore, the statutes provide that 
policies of workmen’s compensation insurance may not be issued to 
cover anything less than the total lability contemplated by the work- 
men’s ge ee laws. Therefore, workmen's compensation 
policies now in effect do not contain a war-risk exclusion. It would 
be illegal o wae workmen's goa pngue policies with such an 
exclusion and it would likewise be illeg il to write workmen’s ¢ ompensa- 


tion policies so restricted as to provide only war- ae coverage. The 
only remedy, therfore, for the relief of possib le war-risk liabilities is 
through reinsurance. This leads me to point out “that the bills before 


your committee require amendment in order to stat that position 
clearly and accurately and I will return to this point in a moment 

One other feature of the proposed reinsurance arrangement should 
be mentioned and that is the premium to be paid by insurance com- 
panies and self-insurers to the War Damage Corporation for the pro- 
tection which it affords. We do not believe that the normal proc- 
esses of rate-m: slicing employe din the case of foreseeable, measurable 
exposures have any application to this situation 

In the first place, we do not know whether we will be bombed or 
not. In the second place, even if we are bombed, we do not know 
now the extent to which employers and insurance companies will be 
adjudged liable for injuries and death resulting from such bombing. 
For these reasons, and in order that there may be realistic relief 
under the remedy being sought, we feel that the premium should be 
small. An indication of the amount of that premium is furnished, 
we believe, by the loading in the workmen’s compensation rates for 
catastrophic losses. That loading, which is universally accepted 
throughout the United States, is 1 cent per hundred dollars of pay- 
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roll. We, accordingly, will recommend to the War Damage Cor- 
poration that the annual reinsurance premium payable to it be com- 
puted by applying a rate of 1 cent to each $100 of insured payroll as 
defined in current rate manuals. 

| should like to suggest certain amendments to the bills before you. 
[I have already indicated that, although insurance, reinsurance or 
other remedy may be useable in connection with loss of or damage 
to property, the only remedy in connection with workmen’s compensa- 
tion insurance suggested in these bills is reinsurance, and the bills 
should make that distinction clear. It is also suggested that inas- 
much as there exists doubt respecting the imposition of liability for 
war injuries under workmen’s compensation acts, the proposed legisla- 
tion be worded so as to provide protection against “such liability 
as may exist” under such laws. Further, since workmen’s compensa- 
tion policies include coverage for the employer's legal lability for 
occupational accidents and disease, the protection offered by way of 
reinsurance should not be confined to a definite employers’ lability 
act or similar law, but should be available broadly for the total 
liability of the emplover, whether by statute or common law. Ex- 
hibit B submitted with this statement outlines in the form of amend- 
ments the precise changes which would give effect to these suggestions. 

The amendments referred to follow: ) 


AMENDMENTS SUGGESTED TO 8S. 114, INTRODUCED By Mr. FERGUSON 
{Matter to be omitted in black brackets; new matter italicized] 
4 BILL To grant succession to the War Damage Corporation 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act mav be cited as the ‘‘War Damage 
Corporation Act of 1950.”’ 

Sec. 2. Notwithstanding the Government Corporation Control Act or the 
charter of the War Damage Corporation, the War Damage Corporation (herein- 
after referred to as the ‘“‘Corporation’’) shall have succession for the objects and 
purposes set forth in section 3. The Corporation shall not have succession beyond 
[July 1,] June 30, 1955, except for purposes of liquidation, unless it is extended 
beyond such date pursuant to an Act of Congress. 

Sec. 3. The Reconstruction Finance Corporation is directed to supply funds 
to the Corporation. Such funds shall be supplied only upon the request of the 
President and the aggregate amount of the funds so supplied shall not exceed 
$1,000,000,000, exclusive of capital stock subscribed and paid in prior to the date 
of the enactment of this Act. The Corporation shall pay interest to the Recon- 
struction Finance Corporation on such funds, including those realized from 
capital stock, at a rate commensurate with that charged on borrowings by the 
Reconstruction Finance Corporation from the Treasury. The Corporation is 
authorized to use its funds to provide, through insurance, reinsurance, or other- 
wise, reasonable protection against loss of or damage to property, real and per- 
sonal, and through reinsurance (including the insurance of self-insured employers) 
reasonable protection against such liability [imposed] ds may erist under any 
workmen’s compensation [act,] or occupational disease act, or by way of em- 
ployers’ liability, [act or similar law,] for injury, [or] disease or death suffered 
by employees and arising out of or in the course of employment, (hereinafter 
referred to as ‘‘workmen’s compensation reinsurance’), which may result from 
hostile or warlike action, including action in hindering, combating, or defending 
against an actual, impending, or expected attack (1) by any government or 
sovereign power (de jure or de facto), or by any authority using military, naval, 
or air forces: or (2) by military, naval, or air forces; or (3) by an agent of any 
such government, power, authority, or forces; with such general exceptions as 
the Corporation, with the approval of the President, may deem advisable. Such 
protection shall be made available upon the payment of such premium or other 
charge, and subject to such terms and conditions, as the Corporation, with the 





ay 
in 
et 
a? 
bs 
ri: 
Ww 


St 


pI 
al 


to 
to 
th 
ar 
sl 
in 
pe 

ge 
co 
ne 


OL 


pl 


la 
di 


ex 
su 


ta 
le 


by 


of 


ne 
th 
pr 
of 
an 


ou 
uy 


an 
de 
by 
an 
pr 
sO 


its 


l~ 
LS 


r 


of 


re 
ge 


he 
n- 
nd 
nd 
ed 


ds 
he 
ed 
ite 
yn- 
ym 
he 
is 
er- 
er- 
rs) 
ny 
m- 
‘ed 
ter 
ym 
ng 
or 
‘al, 
ny 
as 
ich 
ler 
the 


WAR DAMAGE CORPORATION ACT OF 1951 19 


approval of the President, may establish, but, in view of the national interest 
involved, the Corporation shall from time to time establish uniform rates for 
each type of property with respect to which such protection is made available, 
and for such workmen’s compensation reinsurance, and, in order to establish a 
basis for such rates, the Corporation shall estimate, from time to time, the average 
risk of loss on all property of such type in the United States, and from all such 
workmen’s compensation reinsurance. Such protection shall be applicable only 
(1) to such property situated in, and such liability under the laws of, the United 
States, [(including] the several States, [and] the District of Columbia [ID J, the 


a] 


Canal Zone, the Territories and possessions of the United States; (2) to such 
property in transit between any points located in any of the foregoing; and (3) to 


all bridges and tunnels between the United States and Canada and between the 
United States and Mexico: Provided, That such protection shall not be applicable 
to property in transit upon which any agency of the Government is authorized 
to provide marine war-risk insurance. The Corporation, with the approval of 
the President, may suspend, restrict, or otherwise limit such protection in any 
area to the extent that it may determine to be necessary or advisable in con- 
sideration of the loss of control of such area by the United States making it 
impossible or impracticable to provide such protection in such area. The Cor- 
poration, with the approval of the President, may provide such limitations and 
general exceptions with respect to classes of property protected, such workmen’s 
compensation reinsurance and other matters as the Corporation may deem 
necessary or desirable. 

Sec. 4. The Corporation shall have the following general powers in carrying 
out the objects and purposes set forth in section 3: 

(1) To amend its charter insofar as is necessary to carry out the objects, 
purposes, and general powers set forth in sections 3 and 4 

(2) To adopt, alter, and use a corporate seal, which shall be judicially noticed. 

(3) To adopt, amend, and repeal bylaws governing the conduct of its business, 
and the performance of the powers and duties granted to or imposed upon it by 
law. 

(4) To sue and be sued in its corporate name in any court of competent juris- 
diction. 

(5) To determine the character of and the necessity for its obligations and 
expenditures and the manner in which they shall be incurred, allowed, and paid, 
subject to the laws applicable specifically to Government corporations. 

(6) To acquire, in any lawful manner, any property—real, personal, or mixed, 
tangible or intangible—to hold, maintain, use, and operate the same; and to sell, 
lease, or otherwise dispose of the same, whenever any of the foregoing transactions 
are deemed necessary or appropriate to the conduct of the activities authorized 
by this Act, and on such terms as may be prescribed by the Corporation. 

(7) To execute all instruments necessary or appropriate in the exercise of any 
of its functions. 

(8) To use the United States mails in the same manner and under the same 
conditions as the executive departments of the Federal Government. 

(9) To settle and adjust claims held by it against other persons or parties and 
by other persons or parties against the Corporation 

(10) To borrow, hypothecate, and to invest and reinvest its funds. 

(11) To appoint such officers, agents, attorneys, and employees as may be 
necessary for the conduct of the business of the Corporation; and to delegate to 
them such powers and to prescribe for them such duties as may be deemed appro- 
priate by the Corporation: Provided, however, that all employees on the pay roll 
of the Corporation shall have been appointed and shall be compensated in accord- 
ance with the Civil Service Act and the Classification Act of 1949. 

(12) To take such actions as may be necessary or appropriate to carry 
out the powers and duties herein or hereafter specifically granted to or imposed 
upon it. 

Sec. 5. The Corporation, including its franchise, its capital, reserves, surplus, 
and income, shall be exempt from all taxation (which shall, for all purposes, be 
deemed to include sales, use, storage, and purchase taxes) now or hereafter imposed 
by the United States, or any Territory, dependency, or possession thereof, or by 
any State, county, municipality, or local taxing authority, except that any real 
property (or buildings which are considered by the laws of any State to be per- 
sonal property for taxation purposes) of the Corporation shall be subject to State, 
Territorial, county, municipal, or local taxation to the same extent according to 
its value as other real property is taxed. 
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Sec. 6. The Corporation shall contribute to the Civil Service Retirement and 
Disability Fund, on the basis of annual billings as determined by the Civil Service 
Commission, for the Government’s share of the cost of the Civil Service Retire- 
ment System applicable to the Corporation’s employees. The Corporation shall 
also contribute to the Employees’ Compensation Fund, on the basis of annual 
billings as determined by the Federal Security Administrator, for the benefit 
payments made from such fund on account of the Corporation’s employees. The 
annual billings shall also include a statement of the fair portion of the cost of the 
administration of the respective funds, which shall be paid by the Corporation 
into the Treasury as miscellaneous receipts. 


AMENDMENTS SUGGESTED TO 8. 1309, INTRODUCED By Mr. Ives 
[Matter to be omitted in black brackets; new matter italicized] 
4 BILL To grant succession to the War Damage Corporation 


Be it enacted by the Senate and House of Represenatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘War Damage 
Corporation Act of 1951.” 

Sec. 2. Notwithstanding the Government Corporation Control Act or the 
charter of the War Damage Corporation, the War Damage Corporation (herein- 
after referred to as the ‘‘Corporation’’) shall have succession for the objects and 
purposes set forth in section 3. The Corporation shall not have succession beyond 
[July 1,] June 30, 1955, except for purposes of liquidation, unless it is extended 
beyond such date pursuant to an Act of Congress. 

Sec. 3. The Reconstruction Finance Corporation is directed to supply funds 
to the Corporation. Such funds shall be supplied only upon the request of the 
President and the aggregate amount of the funds so supplied shall not exceed 
$1,000,000,000, exclusive of capital stock subscribed and paid in prior to the date 
of the enactment of this Act. The Corporation shall pay interest to the Recon- 
struction Finance Corporation on such funds, including those realized from 
capital stock, at a rate commensurate with that charged on borrowings by the 
Reconstruction Finance Corporation from the Treasury. The Corporation is 
authorized to use its funds to provide [, through insurance, reinsurance or other- 
wise J— 

(A) Through insurance, reinsurance, or otherwise, reasonable protection 
against loss of or damage to property, real and personal; 
(B) Through reinsurance (including the insurance of self-insured employers) 
reasonable protection against such liability [imposed] as may exist under 
any workmen’s compensation [act,] or occupational disease act, or by way 
of employer’s liability, [act or similar law,] for injury, [or] disease or death 
suffered by employees and arising out of or in the course of employment 
hereinafter referred to as ‘“‘workmen’s compensation reinsurance’); and 
(C) Through insurance, reinsurance, or otherwise, reasonable compensation 
for personal injury or death suffered by any civil defense worker (subject 
to the order or control of a State government or any political subdivision 
thereof) in the performance of civil defense duties under a State civil defense 
program, 
which may result from hostile or warlike action, including action in hindering, 
combating, or defending against an actual, impending, or expected attack, (1) by 
any government or sovereign power (de jure or de facto), or by any authority 
using military, naval, or air forces; or (2) by military, naval, or air forces; or 
(3) by an agent of any such government, power, authority, or forces; with such 
general exceptions as the Corporation, with the approval of the President, may 
deem advisable. Such protection shall be made available upon the payment of 
such premium or other charge, and subject to such terms and conditions, as the 
Corporation, with the approval of the President, may establish, but, in view of 
the national interest involved, the Corporation shall from time to time establish 
uniform rates (A) for each type of property with respect to which such protection 
is made available, (B) for [each type of liability imposed under any workmen’s 
compensation act, occupational disease act, employer’s liability act or similar 
law with respect to which such protection is made available] such workmen’s 
compensation reinsurance, (C) for compensation for personal injury or death 
suffered by civil defense workers with respect to whom such protection is made 
available, and, in order to establish a basis for such rates, the Corporation shall 
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estimate, from time to time, the average risk of loss (i) on all such property of 
such type in the United States, (ii) [[on all such liability] from all such workmen’s 
compensation reinsurance, and (iii) on all such compensation. Such protection 
shall be applicable only (1) to such property situated in, or such liability under the 
laws of, or such pe rsonal injury C, disease, andj or death of a civilian defense 
worker occurring [,] in, the United States, [(including] the several States, 
[and] the District of Columbia[) J], the Canal Zone, the Territories and posses- 
sions of the United States; (2) to such property in transit between any points 
located in any of the foregoing; and (3) to all bridges and tunnels between the 
United States and Canada and between the United States and Mexico: Provided, 
That such protection shall not be applicable to property in transit upon which 
any agency of the Government is authorized to provide marine war-risk insurance. 
The Corporation, with the approval of the President, may suspend, restrict, or 
otherwise limit such protection in any area to the extent that it may determine 
to be necessary or advisable in consideration of the loss of control of such area by 
the United States making it impossible or impracticable to provide such protection 
in such area. The Corporation, with the approval of the President, may provide 
such limitations and general exceptions with respect to classes of property pro- 
tected, such workmen’s compensation reinsurance, such personal injury or death of 
a civilian defense worker and other matters as the Corporation may deem necessary 
or desirable. 

Sec. 4. The Corporation shall have the following general powers in carrying 
out the objects and purposes set forth in section 3: 

(1) To amend its charter insofar as is necessary to carry out the objects, pur- 
poses, and general powers set forth in sections 3 and 4. 

(2) To adopt, alter, and use a corporate seal, which shall be judicially noticed. 

(3) To adopt, amend, and repeal bylaws governing the conduct of its business, 
and the performance of the powers and duties granted to or imposed upon it by 
law. ° 

(4) To sue and be sued in its corporate name in any court of competent juris- 
diction. 

5) To determine the character of any the necessity for its obligations and ex- 
penditures and the manner in which they shall be incurred, allowed, and paid, 
subject to the laws applicable specifically to Government corporations 

6) To acquire, in any lawful manner, any property—real, personal, or mixed, 
tangible or intangible—to hold, maintain, use, and operate the same; and to sell, 
lease, or otherwise dispose of the same, W henever any of the 
are deemed necessary or appropriate to the conduct of the activities authorized 
by this Act, and on such terms as may be prescribed by the Corporation 

(7) To execute all instruments necessary or appropriate in the exercise of any 
of its functions. 

8) To use the United States mails in the same manner and under the same 
conditions as the executive departments of the Federal Government. 

(9) To settle and adjust claims held by it against other persons or parties and 
by other persons O7 parties against the Corporation 

(10) To borrow, hypothecate, and to invest and reinvest its funds. 

(11) To appoint such officers, agents, attorneys, and employees as may be 
necessary for the conduct of the business of the Corporation; and to delegate to 
them such powers and to prescribe for them such duties as may be deemed appro- 
priate by the Corporation: Provided, however, That all employees on the payroll 
of the Corporation shall have been appointed and shall be compensated in accord- 
ance with the Civil Service Act and the Classification Act of 1949 

(12) To take such actions as may be necessary or appropriate to carry out the 
powers and duties herein or hereafter specifically granted to or imposed upon it. 

Sec. 5. The Corporation, including its franchise, its capital, reserves, surplus, 
and income, shall be exempt from all taxation (which shall, for all purposes, be 
deemed to include sales, use, storage, and purchase taxes) now or hereafter im- 
posed by the United States, or any Territory, dependency, or possession thereof, 
or by any State, county, municipality, or local taxing authority, except that any 
real property (or buildings which are considered by the laws of any State to be 
personal property for taxation purposes) of the Corporation shall be subject to 
State, Territorial, county, municipal, or local taxation to the same extent according 
to its value as other real property is taxed. 

Sec. 6. The Corporation shall contribute to the Civil Service Retirement and 
Disability Fund, on the basis of annual billings as determined by the Civil Service 
Commission, for the Government’s share of the cost of the Civil Service Retire- 
ment System applicable to the Corporation’s employees. The Corporation shall 
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also contribute to the Employees Compensation Fund, on the basis of annual 
billings as determined by the Secretary of Labor, for the benefit payments made 
from such fund on account of the Corporation’s employees. The annual billings 
shall also include a statement of the fair portion of the cost of the administration 
of the respective funds, which shall be paid by the Corporation into the Treasury 
as miscellaneous receipts. 

Mr. StetLwaGen. And now, in conclusion, may I state that it is 
the hope of the insurance companies which I represent that the 
Congress will speedily enact legislation empowering a reconstituted 
War Damage Corporation to provide workmen’s compensation re- 
insurance to self-insurers and insurance companies and State funds 
in respect to deaths and injuries resulting from war. May I cite only 
one point which gives peculiar urgency to this matter. Insurance 
companies have accumulated, out of past premiums, large sums of 
money which they hold for the benefit of injured and crippled work- 
men and of the wives, children, and other dependents of workmen 
killed in industrial accidents which have occurred during the past 
years. The livelihood of these people depends on the periodic pay- 
ment to them, out of these funds, of the amounts to which they are 
entitled under the law. It is essential to remove at the earliest 
possible moment any possibility, however small, that these funds will 
be impaired or depleted by the effect of war losses on the resources of 
insurance companies. 

I thank the Senators for the opportunity to be heard. 

Senator Frear. Thank you, Mr. Stellwagen. 

Senator Schoeppel? 

Senator ScHorPpPeL. No questions. 

Senator Frear. Senator Dirksen? 

Senator Dirksen. No questions. 

Senator Frear. I have just one question in a letter addressed to 
the committee from the Reconstruction Finance Corporation. They 
suggested the insurance be placed as an indemnity proposition. What 
would you think of that? 

Mr. SretLwaGen. Reinsurance is in the nature of an indemnity 
contractual arrangement. That is to say, under our proposal the 
insurance companies would adjust the losses of injured and killed 
people, and the War Damage Corporation would indemnify the 
workmen’s compensation company for those losses which it was 
adjudged to be lable for. 

Senator Frear. Yes. Well, of course, this, I assume, would include 
civilians, whether they were on the job when they were injured or 
killed, or whether they were in their homes or some place else. 

Mr. SretpwaGen. I fear I misunderstood the question. That 
extends now to what I call the over-all program, as to whether, at 
some point, some program of indemnity will be worked out for the 
civilian population generally for men, women, children, and so on. 

As you will observe in my testimony, I indicated that such may be 
the congressional desire, but it provokes so many problems requiring 
such exhaustive study that we felt that this partial relief, if you will, 

will be appropriate at this time, because it could not hinder the long- 
range study. 

Senator Frear. Well, most likely any law, or any bill that became 
the law, would probably have to have considerable study after its 
effective date for future planning; I think you will agree ‘with that. 

Mr. STeLLWAGEN. Yes, sir. 
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Senator Dirksen. Mr. Stellwagen, 1 suppose you were familiar 
with the War Damage Corporation set up some years ago? 

Mr. STELLWAGEN. Yes, sir. 

Senator Dirksen. I have not refreshed myself on that act for some 
time. I remember when it was passed. I was reasonably familiar 
with its provisions but I have forgotten. I do not know whether we 
provided for the insurance in that act. My memory is that we did 
not. It was strict!y an indemnity act, was it not? 

Mr. SrettwacGeNn. The indemnity during World War II was con- 
fined to property damage. It did not relate to the reinsurance of 
workmen’s compensation nor to civilian defense. That is correct, sir. 

Senator Dirksen. Is there anything present in the English law, 
for instance, with respect to the holdings of courts where situations 
comparable with what you have set out here might have resulted; for 
instance, whether or not employers were held responsible where there 
was an attack, and there was damage to workmen who were in the 
proximity, and were injured near where they were employed. Is there 
any experience for the observations you made here? 

Mr. STELLWAGEN. Senator, that subject has been studied but not 
by me. I understand there are others here who can testify as to the 
experience in Great Britain. 

Senator Dirksen. What about the 1 cent on $100 payroll you 
estimate here? Is that conjecture, or is it based upon some study of 
payrolls and an effort to measure insofar as possible what the cost 
would be? Obviously you are up against a position where it is frankly 
impossible to figure it. 

Mr. STeELLWAGEN. Sir, that is an approximation that may be a wild 
guess. It is an authority, if you wish to call it that, which stems from 
the fact that in rate-making practice throughout the United States 
it is the accepted practice to include 1 cent per $100 of payroll for 
catastrophic losses of huge dimensions, whether they be fires, explo- 
sions, killing and injuring many, many people, because conditions are 
so uncertain, as I indicated, namely, the extent of bombing; further, 
the extent of liability, that we do not see how we can compute actuarily 
any price to be paid. 

We think it should be reasonable, frankly, because to be otherwise 
would run counter to my suggestion that insurance companies and 
employers cannot assume the load. We suggest it is a reasonable 
premium so computed. 

Senator Dirksen. Do you have in your mind a round figure as to 
what 1 cent on $100 of payroll would produce’ e? 

Mr. STELLWAGEN. If you would permit a wild guess, I would say 
about $10 million per annum. 

Senator Dirksen. What was done during World War II about war- 
damage insurance? 

Mr. SretLwaGeEn. By Lloyds? 

Senator Dirksen. Lloyds, and British companies generally. We 
had no comparable experience. There was no war damage on the 
continental United States, but if there were some comparable experi- 
ence in Britain, France, or any other country that suffered bombing 
and war damage, it would be helpful. 

Mr. STELLWAGEN. It may be available to this committee, but I am 
not the expert to give it to you. 
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Senator Dirksen. Those are all the questions I have. 

Senator Frear. Thank you very much, Mr. Stellwagen. 

Mr. Srettwacen. Thank you. 

Senator Frear. Mr. Louis Buffler, chairman of the Association of 
State Compensation Insurance Funds. 

Mr. Buffler, we are glad to have you with us. Proceed in your own 
manner. 


STATEMENT OF LOUIS BUFFLER, CHAIRMAN, THE AMERICAN 
ASSOCIATION OF STATE COMPENSATION INSURANCE FUNDS 


Mr. Burrier. Gentlemen of the subcommittee, it is both my 
privilege and duty to appear before your committee to advocate the 
enactment of legislation which will preserve the security of workmen's 
compensation systems of the Nation against the catastrophic effect 
of enemy action. I represent the American Association of State 
Compensation Insurance Funds, comprising 18 State funds, 

These States are as follows: New York, Arizona, Colorado, Cali- 
fornia, Idaho, Maryland, Michigan, Montana, Oklahoma, Utah, 
Pennsylvania, Nevada, North Dakota, Ohio, Oregon, Washington, 
West Virginia, Wyoming, and Puerto Rico. These funds in the 
aggregate represent something close to $200 million in annual pre- 
miums, which reflects the rate charged on the payroll of the various 
entities insured by these State funds. They have aggregate assets of 
something over $600 million, and liabilities of about $500 million. 

The following was submitted for the record: 


. 
STaTE INSURANCE FUNDS OF CONTINENTAL UNITED STATES AND PugErRtTo Rico 


Competitive (11): 
‘The State Insurance Fund, 625 Madison Avenue, New York 22, N. ¥ 
The Industrial Commission of Arizona, Legal Department, Phoenix, Ariz 
State Compensation Insurance Fund, 686 State Capitol Annex, Denver, Colo 
California State Compensation Insurance Fund, 450 MeAllister Street, San 
Franciseo 1, Calif. 
State Insurance Fund, Boise, Idaho. 
State Accident Fund, 31 Light Street, Baltimore 2, Md 
Michigan State Accident Fund, Prudden Building, Lansing 14, Mich 
Industrial Accident, Board, Helena, Mont. 
State Insurance Fund, ¢ ‘apitol Office Building, Oklahoma City, Okla. 
The State Insurance Fund, State Capitol, Salt Lake City, Utah. 
State Workmen’s Insuranee Fund, State Office Building, Harrisburg, Pa. 
Exclusive (8): 
Nevada Industrial Commission, Carson City, Nev. 
North Dakota Workmen’s Compensation Bureau, Bismarck, N. Dak. 
Industrial Commission, State Office Building, Columbus, Ohio. 
State Industrial Accident aeraeren? Salem, Oreg. 
State Insurance Fund, San Juan, P. 
Department of Labor and Industry, a Wash 
Workmen’s Compensation Fund, Charleston 5, W. Va. 
Workmen’s Compensation Department, Cheyenne, Wyo. 


Mr. Burrier. | wanted to give you that background, since thi 
committee indicated they wanted some estimate of size. In several 
of the States, these funds are the only way in which an employer's 
liability can be covered; in 11 States the funds share in providing the 
insurance required under the workmen's compensation laws. The 
administrators of all State funds are gravel concerned in the potential- 
ities of an era, which, under given circumstances, could wipe out the 
resources of these funds, and destroy the security afforded the bene- 
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ficiaries of our workmen’s compensation laws, not alone for current 
casualties, but, as well, for those who have been subsisting upon the 
benefits guaranteed by these laws for two and three decades. 

The American Association of State Compensation Insurance Funds 
subscribes, without reservation, to the statement just presented to 
your committee by Mr. Stellwagen of the Association of Casualty and 
Surety Companies. ‘The State funds of the Nation are joined with 
their contemporaries in the stock, mutual, and reciprocal fields, 
well as with the self-insured employers of the Nation in the firm con- 
viction that the problem affects deeply and directly the hatienal econo- 
my and our entire social structure; that the liability for injury and 
death suffered by workers in the course of, and incident to, their em- 
ployme nt resulting from enemy action is singularly and essentially a 
Federal problem which should be acknowledged through the enactment 
of a measure that will provide appropriate reinsurance to prevent the 
insolvency of the institutions and the employers here represented 

Labor expressed its deep concern in the matter at the Seventeenth 
National Conference on Labor Legislation held in Washington, D. ( 


as 


on November 29—December 1, 1950, when the following resolution 
was adopted: 

Whereas it is generally recognized fhat there exists a p \ 
action against the United States of America, which attach AV { ( 
bombing and sabotage; and 

Whereas atomic attack on the concentrated industrial areas of t] country, if 
successful, would result in tremendous number of injuries and death as well as 


extensive property damage; and 
Whereas under the workmen’s compensation laws of many, if not 
States, injury and death to workers under such circumsta 
worker or his dependents to workmen's e ympensation benefit 
Whereas an effective atomic attack on one heavily populated area or even & 
single large industrial plant could result in so many industrial 


juries as to 
exceed the resources and ability of a self-insurer or an insurance carrier of work 
men’s compensation insurance to furnish compensation benefits and might well 
exceed even the powers of an entire State to provide benefits: Therefore, be it 
Resolved, That the immediate urgeney of this threat to the safe and s t 
of the workmen of this country be called to the attention of the President and the 
Congress of the United States to the end that appropriate legislation on a national 


sacle may be prepared and adopted without delay, so that adequate provis 
may be made for protection, medical care, and indemnity to the workmen of 
country and their dependents. 

That is the end of the quotation of the resolution adopted by the 
Seventeenth National Conference on Labor Legislation. 

As has been and will be urged by others, the immediate and essential 
relief proposed is the creation of a Federal instrumentality to alleviate 
some of the consequences of war. This is in the nature of taking care 
of first things first—but without prejudice to the consideration due 
the whole field of war injuries. It is within your gift, gentlemen, to 
recommend action now that will preserve the solvency and security 
of the Nation’s workmen’s compensation structure. 

Thank you, gentlemen. 

Senator Frear. Thank you. Senator Schoeppel? 

Senator Scuorerpre.. Mr. Buffler, at the beginning of this hearing, 
in trying to project my thinking into the future as we approach this 
matter, I am wondering if you have given some thought and consid- 
eration—I hope other witnesses that appear before this committee 
will be able to give us some enlightenment on this phase of the thing, 
namely, while you testified here to the funds of the States, suppose a 
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war plant is bombed. Suppose there are thousands of people on the 
outer perimeter of this plant —women, children—that are insured by 
life-insurance companies? ‘The witnesses appearing this morning are 
looking after their particular groups now, to have the Government 
step in and either indemnify them or work out some program for their 
protection. Is it not discriminatory, or would it not be discriminatory 
unless we took the other step and said what is going to happen to the 
life-insurance companies on those policies wherein they may suffer 
losses that might bankrupt those companies? Would that not be 
discriminatory? Have you not given some thought to that? 

Mr. Burrier. We have given a lot of thought to that, Senator, 
and in degree it is discriminatory; but I think, as I said in my closing 
statement, our proposal is in the nature of taking care of first things 
first. The distinction between the class to which you have just 
drawn attention, outside the war plant, and others insured by life- 
insurance companies, is just one of a liability created by law, we 
believe, so far as those who are insured or killed within the plant at 
the time the bomb strikes. That is the distinction we make at the 
moment. We can measure that to a degree now because we know 
immediately that liability will arise so fast as the awards are made 
and the cases are adjudic ated. The-others, of course, that must be 
given consideration, but it is in the nature of a long-range program 
for which the over-all solution must be provided. Taking care of 
this particular problem, created as a result of existing State laws, 
would not prejudice that over-all problem. We have given very 
real consideration to that, Senator, and we are deeply sympathetic. 
We believe that the urgency of the one that we are advocating here 
now should be given attention first. 

Senator Scuoepre.. If we pass some type of legislation, it has 
obviously got to meet the requirements of the greatest number of the 
groups, of all their claims, but it certainly cannot be discriminatory 
or we will run right up against the proposition of hitting a stone wall 
here someplace. My attention was just drawn to the fact that about 
a year ago in a valley up here in Pennsylvania they had smoke 
damage, and I see in a morning paper of Pittsburgh that a steel com- 
pany paid a little over a quarter of a million dollars to settle the 
claims of $4,600,000 due to smoke damage. 

That could very well grow out of destruction of a defense plant 
that was making defense materials that would affect a lot of people 
that would not be covered by workmen’s compensation, and would 
not be on-the-site damage. 

Mr. Burrier. You are very right, Senator. 

Senator ScHorrprpeEL. Now, here we are, a committee, asked to 
pass on legislation to meet those various and sundry situations. It 
is almost like a chain reaction. Where are we going to stop? What 
are we going to charge for this coverage? How far can the Govern- 
ment be expected to go, or these companies be expected to go, in the 
event of a mass bombing or something like that? Some of the 
questions I am revolving in my mind—how I would like to have the 
answers. I do not have them. I hope you gentlemen, who appear 
before us, experts in your field, trained men, by experience and back- 
ground, I hope you can give the committee some light on some of 
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those problems that we are going to have to cover by som 
legislation. 


Mr. BuFFLer. | think those who would certainly be 1 ore expert 
In answering the question vou har ' propounded than i “enator, 
will probably give you the same premise. Your S 1. in 
Pittsbureh, is probably the best that vou could | s to 
Liming of these things. There was A tinb ) ter- 
mined. Responsibility had to be fix D 
that The fi al and ultimat setth nis we ( ( 
considerable period Here, in work: 1’s mp n ' are 
cones rned, however, With matters that ar illixed at once mmedi- 
ately, upon the occurrence ol the ey t. bv law In ad tion to that 
tl liability that Was fixed Vears avo > inr as ~ i 
pensioners of workmen’s compensation law ‘ erned, some of 
which, or whom, go back 10, 20, and 30 vear ' \ 
So we are alert to the broad problem that vou empna e here, Senatot 
We are simply trving to fix in our presentation het tor 4% 

Lhe Urgency of taking care of t| t which \ vs oo ti 

several States, because it de hot prejudice the othe side of the 
plant line the qivillans not ene: cry n work at the time because 
their relief must be fixed in due time, but it is some ne like vour 
smoe case that has to be adjudicated and worked out | do not 
know whether | have given vou anything that is a real contribution, 
because it is a very broad problem 

Senator Frear. Senator ferguson? 

Senator Frerauson. | mieht sav when I filed this bill 1 had in mind 
a thorough study be had of the entire problem | see wha 1e 
witness is driving at, but here is the statutory hability that vou cannot 
avoid even by contract in a policy. It is statutory that the com- 


pensation must be paid. 

Mr. Burrurr. That is right 

Senator Ferauson. That if it wiped out a segment of workm 
and so forth, the State, who mav be carrying that insurance, would 
not have enough funds, nor could they raise enough funds to pay it. 
Now, in life insurance, and that is a problem also that must be con- 
sidered here, if it is a voluntary contract between a life-insurance 
company and a person, they can provide in there that it shall not 
cover war risks, but in the compensation you cannot even provide 
for that. Therefore, it looked to me, when this provision was put in 
the bill, that we ought to start at least with this and then work out 
the broader problem of trying to take care of any person that is 
injured by the war casualties. Is that a fair statement? 

Mr. Burrier. Thank you so, for stating our case better than I did. 

Senator Ferauson. I thought the record ought to clear up at least 
what the author of this provision had in mind 

Mr. Burrier. You have made it very clear now, Senator. Thank 
you, 

Senator Frear. Thank you, Mr. Buffler. 

Mr. Burrier. Thank you. 

Senator Frear. Mr. Walter Linn, secretary-treasurer of the 
National Council of State Self-Insurers’ Association. Mr. Linn. 


85516—52 3 
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STATEMENT OF WALTER LINN, SECRETARY-TREASURER, NA- 
TIONAL COUNCIL OF STATE SELF-INSURERS’ ASSOCIATIONS 


Mr. Linn. Mr. Chairman and gentlemen of the subcommittee— 

Senator Frear. Mr. Linn, we are glad to have vou. 

Mr. Linn. Thank you, sir. 

This is a statement for the National Council of State Self-Insurers’ 
Associations by its secretary-treasurer, Walter Linn. 

Senator ScHorpreL. Mr. Chairman, might I ask the witness to 
get into the record for us what groups he represents, to give us a little 
bit more orientation? 

Mr. Linn. That is practically the substance of my statement here. 

Senator SCHOEPPEL. I see. 

Mr. Linn. Our address is Finance Building, Philadelphia, Pa. 

As one of the six signers of the general statement already submitted 
to vou by Mr. Herbert P. Stellwagen, it would seem to be superfluous 
or me to repeat, or elaborate upon, a presentation which, I think, 
tells the whole story. 

It might be appropriate, however, for me to explain briefly why I 
am here and what I represent. 

In all of the States except Washington, Oregon, Nevada, Wyoming, 
North Dakota, and Texas, self-insurance is recognized by law as one 
of the permissible types of workmen’s compensation coverage. Nat- 
urally, the regulatory powers require that applicants for self-insuring 
permits shall have a spread of risk and a financial standing sufficient 
to make sure the payments of compensation claims. 

This means that self-insurers everywhere are necessarily the larger 
industrial units. There are probably no more of them in the United 
States than there are insurance companies, but they have many mil- 
lions of employees and billions of invested capital. No war effort and 
no peace effort could be successfully prosecuted if even a considerable 
percentage of the self-insurers were suddenly to become insolvent. 

In seven of the States—New York, New Jersey, Pennsylvania, 
Maryland, Utah, Idaho, and California—there have been organized, 
for the last quarter of acentury, State-wide associations of self-insurers. 

Six years ago, they united in the National Council of State Self- 
Insurers’ Associations, of which I am the secretary-treasurer. Under 
our articles of agreement, the council cannot advocate or oppose any 
national legislation or regulation touching upon workmen’s compensa- 
tion or kindred measures until the proposal has been considered and 
approved by each of the seven association members. 

It is as a result of this unanimous action, representing self-insurer 
opinion from the Atlantic to the Pacific, that I am here today in sup- 
port of the proposal to include possible catastrophic workmen’s 
compensation hazards in any war-damage-insurance measure which 
may be enacted by your august body. 

Now, if I might answer a little more fully the question that the 
Senator addressed to me, I do not know how many self-insurers there 
are in the United States. If we were to collect the number of self- 
insurers in each State and add them up, that would not give the 
answer, because many of them operate in numerous States, at least 
one in all of the States, so that there would be duplications. 

Senator ScHorpret. Mr. Linn, | have just been sitting here think- 
ing about one very important thing, namely, raising the funds to meet 
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all of these obligations that we hope never come into existence, but 
are likely to if all-out war should come. It was brought out here that 
the real-estate value ot the country is about $400 billion. Something 
had been said a while ago about providing a fund, and, say, putting in 1 
cent per $100. It just occurred to me, | wondered if you had any 
observation to make on this: Suppose we charged | cent on every 
thousand dollars of value of real estate, that would raise roughly, if 
my mathematics are correct, about $400 million a vear If we put in 
10 cents per thousand, that would raise $4 billion a vear. Now, if 
inflation continues to Keep rolling along unchecked, might that not be 
a pretty cood anti-inflationary proposition, or rather a saving that 
might be practical? You have to delve around and get more money, 
everybody is asking for more. 

Mr. Linn. I quite agree with vou, Senator. I have been doing a 
lot of worrving about that too, personally. J think it is going to be 
expensive to move welfare into the chaos of all-out war, I admit it. 
But I think the suggestions contained in Mr. Stellwagen’s paper are 
very apt to the point. 

Senator Frear. Mr. Linn, you are secretary-treasurer of the Na- 
tional Council of State Self-Insurers’ Associations. I am not quite 
satisfied with the answers vou have given to Senator Schoeppel as to 
who you do represent. Who are some of these self-insurers? 

Mr. Linn. Well, I can name a number of the self-insurers. Prac- 
tically all of the big steel companies, practically all of the big public 
utilities—the Bell Telephone, the Western Union, the Philadelphia 
Electric Co., the Pennsylvania Raitlroad—all of the big anthracite and 
bituminous coal operators in Pennsylvania, the Westinghouse groups, 
Du Pont, people of that type, all over the Nation 

Senator Frear. I thank you, sir. I think that clears the matter in 
my mind. 

Mr. Linn. Thank you. 

Senator Frear. Thank you, very much, Mr. Linn 

Mr. Franklin J. Marryott, vice president and general counsel of the 
Liberty Mutual Insurance Co.’s., representing the American Mutual 
Alliance. 


STATEMENT OF FRANKLIN J. MARRYOTT, REPRESENTING THE 
AMERICAN MUTUAL ALLIANCE 


Mr. Marryorr. Mr. Chairman, honorable Senators, my name is 
Franklin J. Marryott. Muy office address is 175 Berkley Street, Bos- 
ton. I am general counsel for the Liberty Mutual Insurance Co.’s. 
The casualty company of that group is called the Liberty Mutual In- 
surance Co. It writes a very large volume of workmen’s com- 
pensation insurance, and, of course, this is vitally concerned with this 
legislation. 

Today, I also speak for the American Mutual Alliance. The Ameri- 
can Mutual Alliance is an association of 114 mutual insurance com- 
panies. Some of these companies are large and some are small. <A 
number of them write workmen’s compensation insurance, and a num- 
ber of them write fire insurance. 

I have a figure for the compensation writers that will give you some 
impression of the size of the companies. The aggregate premium vol- 


y 
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ume on an annual basis of the compensation writers is approximately 
$230,000,000. Ido not have the figure for the fire companies. 

We are concerned, of course, with both the workmen’s compensation 
and the property insurance aspects of these bills. We have had a com- 
mittee at work for a long time. We have been worrying about the 
problem for a long time. We had a committee during World War IT 
and we are very happy to have this opportunity to express our views. 

[ will hand to the stenographer a list of the members of the American 
Mutual Alliance. 

Senator Frear. Thank you, sir. They will be incorporated in the 
record, 

(The list of members referred to follows: ) 


AMERICAN Murua ALLIANC! 
LIST OF MEMBERS 


Abington Mutual Fire Insurance Co., W. A. Robbins, secretary, 536 Washington 
Street, Abington, Mass 

Allied American Mutual Fire Insurance Co., C. kk. Hodges, president, 142 Berkeley, 
Street, Boston 16, Mass. 

American Mutual Fire Insurance Co., L. L. Sieker, secretary, 185 West Wells 
Street, Milwaukee 3, Wis. 

American Mutual Liability Insurance Co., C. E. Hodges, president, 142 Berkeley 
Street, Boston 16, Mass. 

Atlantic Mutual Fire Insurance Co. of Savannah, Fred Wessels, Jr., vice-president 
and secretary, 19 Bay Street East, Savannah, Ga 

Attleboro Mutual Fire Insurance Co., R. Burton Forbes, secretary, 8 North Main 
Street, Attleboro, Mass. 

Badger Mutual Insurance Co., Gary H. Kamper, president, 1635 West National 
Avenue, Milwaukee 4, Wis. 

Berkshire Mutual Fire Insurance Co., Karl IE. Greene, president, 111 East Street, 
Pittsfield, Mass 

The Carolina Mutual Insurance Co., E. Edward Wehman, Jr., president, Post 
Office Box S31, Charleston, S. C. 

The Celina Mutual Casualty Co., Charles M. Montgomery, secretary-treasurer, 
311 South Main Street, Celina, Ohio 

The Central Manufacturers’ Mutual Insurance Co., L. G. Purmort, president, 
800 South Washington Street, Van Wert, Ohio. 

Central Mutual Casualty Co., John G. Owen, president, 1320 Walnut Street, 
Kansas City 6, East Missouri. 

Chicago Ice Producers Mutual Liability Co., Herbert J. Choice, secretary, 53 
West Wacker Drive, Chicago 1, Il. 

The Cincinnati Equitable Insurance Co., Albert C. Hawes, secretary, 218 Dixie 
Terminal Building, Cincinnati 2, Ohio. 

Citizens Mutual Fire Insurance Co., R. L. Jacobs, secretary-treasurer, 51 South 
Jackson Street, Janesville, Wis. 

General Mutual Insurance Co., Ralph A. Bloomsburg, president, Albany, N. Y. (1 

Consumers Mutual Insurance Co., Chester H. Hull, president, 2292 University 
Avenue, St. Paul 4, Minn. 

Cream City Mutual Insurance Ce., Herbert W. Roehr, secretary, 2200 North 
Third Street, Milwaukee 12, Wis. 

The Druggists’ Mutual Fire Insurance Co. of South Dakota, 8. F. Seallin, secre- 
tary-treasurer, 201% Main Street North, Mitchell, S. Dak. 

The Druggists’ Mutual Insuranee Co. of Iowa, Eugene Murtagh, secretary- 
treasurer, Kast State Street, Algona, Iowa. 

The Druggists Mutual Insurance Co., Charles C. Felts, president, 680 West Park 
Avenue, Mansfield, Ohio. 

Employers Mutual Fire Insurance Co., H. J. Hagge, president, 407 Grant Street, 
Wausau, Wis. 

Employers Mutual Liability Insurance Co. of Wisconsin, H. J. Hagge, president, 
407 Grant Street, Wausau, Wis. 


Exchange Mutual Indemnity Insurance Co., E. A. Guest, president, 531 Delaware 


Avenue, Buffalo 2, N. Y. 
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ely Federal Mutual Fire Insurance Co., Walter T. Tower, vice president, 260 Tremont 
. Street, Boston 16, Mass. 


ederal Mutual Implement & Hardware Insurance Co., John A. Buxton, p lent 
ion 129 East Broadway, Owatonna, Minn 
m- Fidelity Mutual Insurance Co., G. T. Beall, seeretarv, 429 North P wnia 
the _ Street, Indianapolis 4, Ind. é 

Fitchburg Mutual Fire Insurance Co., W sgruce Adams eretary, 781 Mair 
IT Street, Fitchburg, Mass 
ws. Florists’ Hail Association of America, J. C. Wetzel, secretarv, 1 St. L Street 
‘an ; Edwardsville, Il. 

Grain Dealers National Mutual Fire Insurance Co., C. R. Met 


1740 North Meridian Street, Indianapolis 7, Ind 

Granite Mutual Insurance Co., Arthur H. Sprague, secretary-treasurer, Aldrict 
Building, Barre, Vt. 

Grocers Cash Deposit Mutual Fire Insurance Co., F. M. Simp 
205 Penn Street, Huntingdon, Pa. 

The Guarantee Mutual Fire Insurance Co., M. J. Fy 
High Street, Springfield, Ohio. 

The Hamilton County Mutual Insurance Co., Thomas J. Hoar, secret 
Twelfth and Walnut Streets, Cincinnati 10, Ohio 

Hardware Dealers Mutual Fire Insurance Co., Carl N. Jacol president, 200 
Strongs Avenue, Stevens Point, Wis. 

Hardware Mutual Casualty Co., Carl N. Jacobs, president, 200 Stro 
Stevens Point, Wis. 

Hardware Mutual Fire Insurance Co. of the Carolinas, Arthur R. ¢ 
118 East Fourth Street, Charlotte 1, N. C. 

Hardware Mutual Insurance Co. of Minnesota, Harold R. Caley. president 
2344 Nicollet Avenue, Minneapolis 4, Minn 

Herman Mutual Insurance Co., Julius C. Schulz 

Hingham Mutual Fire Insurance Co., Alan F. He 
street, Hingham, Mass. 

Holyoke Mutual Fire Insurance Co., N. M. Knowlton, president, 39 Norms 
Street, Salem, Mass 

Home Mutual Fire Insurance Co. of Broome County, J. P. MeLau n, seeretarv 

‘eet, 315 Main Street, Binghamton, N. Y. 

Illinois Mutual Fire Insurance Co., Donald A. Tripp, secretar 119 South State 
Street, Belvidere, Il 

Implement Dealers Mutual Insurance Co., A. W. Nygaard, president, Clifford 

rer, Building, Grand Forks, N. Dak 

Indiana Lumbermens Mutual Insurance Co., [. G. Saltmarsh, president, 429 
North Pennsylvania ‘Street, Indianapolis 9, Ind 

Indiana Union Mutual Insurance Co.. Charles T. Coats, secretar 2105 Nort! 

, Meridian Street, Indianapolis 7, Ind. 

Integrity Mutual Insurance Co., F. C. Jesse, secretary, 340 West College Avenue 
\ppleton, Wis. 

Interboro Mutual Indemnity Insurance Co., Richard W. Doerschuek, president 
and general manger, 270 Madison Avenue, New York City 16, N. ¥ 

lowa Hardware Mutual Insurance Co., R. D. At 
Building, Mason City, Iowa 

lowa Hardware Mutual Casualty Co., R. D. Austin, president, Mutual Insurance 
Building, Mason City, Iowa. 

Iowa National Mutual Insurance Co., Ray J. Mills, president 512 Second Avenue 
SE, Cedar Rapids, Iowa. 

Jamestown Mutual Insurance Co., H. G. King, president, 110 East Fourth 
Street, Jamestown, N. Y. 

Kewaskum Mutual Fire Insurance Co., Theodore R. Schmidt, secretary Kewas- 
kum, Wis. 

Liberty Mutual Insurance Co., 8. Bruce Black, president 175 Berkeley Street 
Boston 17, Mass. 

Liberty Mutual Fire Insurance Co., O. E. Ringquist, vice president 175 Berkeley 
Street, Boston 17, Mass. 

reet, Lowell Mutual Fire Insurance Co., A. Clifford Woodwise, secretary, 8 Merrimack 
Street, Lowell, Mass. 

The Lumber Mutual Fire Insurance Co. of Boston, Mass., T. E. Baker, president 
632 Beacon Street, Boston 15, Mass. 

Lumbermens Mutual Casualty Co., H. G. Kemper, president, 4750 Sheridan 
Road, Chicago 40, Ill. 
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The Lumbermens Mutual Insurance Co., Dale G. Roth, secretary, P. O. Box 
159, Mansfield, Ohio.. 

Lutheran Mutual Fire Insurance Co., Fred C. Schmitt, secretary, 77 West 
Washington Street, Chicago 2, Il. 

The Mansfield Mutual Fire Insurance Co., C. D. Horner, secretary, 680 Park 
Avenue West, Mansfield, Ohio 

Merchants & Farmers Mutual Fire Insurance Co., C. A. Peterson, president, 
314 Main Street, Worcester 8, Mass. 

Merchants & Manufacturers’ Mutual Insurance Co., G. L. DeYarmon, president, 
55 North Mulberry Street, Mansfield, Ohio 

Merchants Mutual Casualty Co., C. W. Brown, president, Box 993, Buffalo 5, 
N.Y, 

Merchants Mutual Insurance Co., Walter DeHoog, president, 308 Peoples 
National Bank Building, Grand Rapids 2, Mich 

Merchants National Mutual Fire Insurance Co., Ek. O. Nestoss, secretary, P. O. 
Box 748, Fargo, N. Dak. 

Merrimack Mutual Fire Insurance Co., E. C. Nichols, secretary, 342 Nortlf Main 
Street, Andover, Mass. 

Bankers & Merchants Mutual Insurance Co., C. Senf, secretary, Fremont, Mich. 

Michigan Millers Mutual Fire Insurance Co., 8. L. Baker, president, Box 60, 
Lansing 1, Mich, 

Michigan Mutual Liability Company, Walter EK. Otto, president, 163 Madison 
Avenue, Detroit 26, Mich. 

Middlesex Mutual Fire Insurance Co., Charles E. Hogan, secretary, 12 Monument 
Square Coneord, Mass. 

Millers Mutual Insurance Association of Illinois, G. A. McKinney, executive vice 
president, 320 Kaston Street, Alton, [ll] 

The Millers Mutual Fire Insurance Co., C. M. Hutchison, president, 805 North 
Front Street, Harrisburg, Pa. 

The Millers Mutual Fire Insurance Company of Texas, William Glen-Walker, 
president, P. O. Box 1039, Fort Worth, 1, Texas 

Mill Owners Mutual Fire Insurance Co., H. B. Carson, president, 2015 West 
Grand Avenue, Des Moines 12, Iowa 

Mountain States Mutual Casualty Co., Thomas J. McCaffrey, secretary, 113 
South Third Street, Albuquerque, N. Mex. 

Municipal Mutual Insurance Company of West Virginia, J. A. Gist, secretary, 
727 Charles Street, Wellsburg, W. Va. 

Mutual Assurance Co. for Insuring Houses from Loss by Fire, J. Morgan Denison, 
secretaryv-treasurer, 240 South Fourth Street, Philadelphia 6, Pa. 

Mutual Boiler and Machinery Insurance Co., E. B. Pease, secretary and vice 
president, 60 Battervmarch Street, Boston, Mass. 

The Mutual Fire Insurance Co., J. C. Mindermann, secretary, 629 Madison 
Avenue, Covington, Ky 

Mutual Fire Insurance Co., John E. Burnham, secretary, 268 Main Street, Saco, 
Maine 

Mutual Fire Insurance Co. of D. C., William C. Noell, executive vice president, 
301 H Street NW., Washington 5, D. C 

National Jewelers Mutual Fire Insurance Co., I. W. Anderson, secretary-treasurer, 
104 East Wisconsin Avenue, Neenah, Wis. 

National Mutual Church Insurance Co., Walter J. Cox, president, 309 West 
Jackson Boulevard, Chicago 6, Il. 

The National Mutual Insurance Co., Charles M. Montgomery, secretary-tre;surer, 
311 South Main Street, Celina, Ohio 

National Retailers Mutual Insurance Co., John A. Arnold, vice president, 20 
North Wacker Drive, Chicago 6, IIL. 

Nebraska Hardware Mutual Insurance Co., C. A. McCoy, secretary-treasurer, 
325 Lineoln Liberty Life Building, Lincoln 8, Nebr. 

New Castle Mutual Insurance Co., C. Wanton Balis, Jr., vice president, 1007 
Washington Street, Wilmington 1, Del. 

Norfolk and Dedham Mutual Fire Insurance Co., H. A. Knapp, president, 4 Pearl 
Street, Dedham, Mass 

Northwestern Mutual Fire Association, L. D. Briil, president, 217 Pine Street, 
Seattle 1, Wash. 

The Ohio Hardware Mutual Insurance Co., P. R. Brier, secretary, 533 Cambridge 
street Coshocton, Ohio. 

The Ohio Mutual Insurance Co. of Salem, Ohio, R. K. Yates, secretary, 542 
East State Street, Salem, Ohio. 
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Pawtucket Mutual Fire Insurance Co., A. W. Benson, secretary, 25 Maple “treet, 
Pawtucket, R. I. 

Pennsylvania Lumbermens Mutual Insurance Co., H. J. Pelstring, president, 
Market Street National Park Building, Philadelphia 7, Pa 

Pennsylvania Millers Mutual Fire Insurance Co., Ira J. Milligan, president, 72 
North Franklin Street, Wilkes-Barre, Pa. 

The Philadelphia Contributionship for the Insurance of Houses from Loss by Fire, 
J. H. R. Timanus, secretary, 212 South Fourth Street, Philadelphia 6, Pa. 

The Preferred Mutual Fire Insurance Co. of Chenango County, Robert R. 
Hoadley, secretary, New Berlin, N. Y. 

Republic Mutual Fire Insurance Co., Curtis T. Collins, secretary, New Brother- 
hood Building, Kighth and State Street, Kansas City, Kans. 

Richland Mutual Insurance Co., FE. Ray Jenkins, secretarv-treasurer, 25 East 
Third Street, Mansfield, Ohio. 

Security Mutual Casualty Co., John R. Kitch, president. 309 West Jackson 
Boulevard, Chicago 6, Ill. 

The Sun Mutual Fire Insurance Co., John H. Tuke, secretary, 914 Main Street, 
Cincinnati 2, Ohio. 

Texas Employers’ Insurance Association, A. F. Allen, president, 423 South Akard 
Street, Dallas, Tex. 

Texas National Mutual Insurance Co., William Glen-Walker, president, Box 1039, 
Fort Worth 1, Tex. 

Traders & Mechanics Insurance Co., Harold Kk. Bartlett, president, 36 John 
Street, Lowell, Mass. 

Union Mutual Fire Insurance Co., H. T. Moses, president, P. O. Box 1403, 
Providence 1, R. I. 

United States Mutual Liability Insurance Co., Edward V. Hickey, president, 
1400 Hancock Street, Quiney, Mass. 

Utica Fire Insurance Co. of Oneida County, N. Y., J. J. O’ Neill, general manager, 
329 Genesee Street, Utica 3, N. Y. 

Utica Mutual Insurance Co., John L. Train, president, 185 Genesee Street, 
Utica 1, N. Y. 

Utilities Mutual Insurance Co., George J. Stone, vice president, 291 Broadway 
New York City 7, N. Y. 

Ventura County Mutual Fire Insurance Co., Ralph H. Bennett, secretary, 692 
Main Street, Ventura, Calif. 

West Bend Mutual Fire Insurance Co., Robert 8S. Barber, secretary, 300 South 
Sixth Avenue, West Bend, Wis. 

Western Millers Mutual Fire Insurance Co., R. M. Rogers, president, 711 Dwight 
Building, Kansas City 6, Mo. 

Western Mutual Fire Insurance Co., J. W. Huntington, president, 22 East Gay 
Street, Columbus, Ohio. 

Wisconsin Church Mutual Fire Insuranee Co., W. W. Schuster, secretary, 1004 
First Street, Merrill, Wis. 

Worcester Mutual Fire Insurance Co., M. M. Rowe, president, 29 Elm Street 
Worcester 8, Mass. 


’ 


Mr. Marrtorr. The companies I represent favor the enactment of 
legislation based upon the principle which underlies the bills now 
under consideration. This principle is to create a governmental source 
from which owners of property can purchase war damage insurance 
and from which those lable to pay workmen’s compensation benefits 
can procure reinsurance of such war injury hazards as they have 
assumed. whe 

These bills are not designed to furnish a full and complete solution 
of the war injury and damage problem of the property owner, the 
insurance companies, or of the civilian population. They should, 
therefore, not be judged by the criteria which might be used ia evaluat- 
ing such a scheme. They do, however, accomplish certain things 
which are very much in the public interest and such a bill should be 
enacted, without waiting for the completion of the plans and detatls of 
a more comprehensive solution. 








34 WAR DAMAGE CORPORATION ACT OF 1951 


Confining myself now to the workmen’s compensation aspects of 
the bills, at least two very worth-while things are, to a degree, 
accomplished : 

The recipients of workmen’s compensation benefits are safe- 
guarded, 

Workmen’s compensation insurers, other than State funds, hold 
something over 644 million dollars in cash reserves. These are the 
funds from which we are payit 1 workmen’s compensation benefits 
to those who have been disabled by occupational accidents or diseases, 


or to the widows and other dependents of those who have died as a 


result of such accidents or diseases. 

if, because of war losses, insurance carriers found themselves unable 
to continue to make these payments some very serious consequences 
follow. First of all, those who are receiving and dependent upon 
workmen’s compensation benefits suddenly become destitute or 
dependent upon other possible sources of benefits. 

In approximately 41 States the next available source of benefits is 
the employer. This is so because in these States the liability of the 
emplover for workmen’s compensation payments is not discharged 
by the purchase of a policy of workmen’s epee insurance. 
The liability remains upon the employer and, if the insurance com- 
pany cannot pay, he must, if he ean. 

If bombing has been extensive enough to impair the solvency of the 
insurance companies, it seems reasonable to suppose that many 
employers will also be facing insolvency and thus unable to pay 
workmen’s compensation benefits from their own resources. Thus, 
war losses severe enough to endanger the solvency of workmen's 
compensation lasurnace companies have very adverse effects upon the 
Very peo] ple the compen sation Svstem Is inten led to protect and 


i 


also 
he ave such effec ts upon the e mplove rs of such people. 


continue to accept msurance on plants in “target areas” engaged 
War production 

lf one accepts the premise—and I might interpolate that not 
everyone does—that employees working in such plants are more apt 
to be awarded benefits on account of war injuries than those in other 
plants, it follows that, especially if the danger of bombing seems 
imminent, a cautious underwriting policy would made insurers hesitate 
to underwrite very many such risks. This would be necessary as a 
matter of self-preservation and also as a matter of conscientiously 
trving to protect those receiving benefits on account of accidents 
which have occurred. 

‘Thus, the availability of a governmental source of war injury rein- 
surance may prove to be of great help to employers heavily engaged in 
war production. They Must protect their employees and, therefore, 
need to be able to obtain workmen’s compensation coverage quickly 
and easily, in a ready market, and through normal channels. 

These effects are so clearly beneficent and so urgently needed that 
we favor proceeding now, even though the solution may be incomplete 
and imperfect. 

‘The ultimate need of workmen’s compensation insurers is complete 
relief from war injury hazards. I know of only three ways in which 
this can be accomplished: 


ZL. W orkme: s compe nsation insur: ance carriers are encouraged to 
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By judicial decisions, from the courts of last resort, that war 
‘deal s are not within the scope of workmen’s compensation acts 
2. By amending the workm« n’s compensation acts of all jurisdic- 
tions to exclude war injuries. 
3. By a Federal act having the effect of excluding war injuries from 
the coverage of all workmen’s compens ition acts 


We dare not wait for the judicial decisions We doubt i) 
legislatures would act uniformly or in time. We believe the ha 
Federal act is ultimately possible, at least from a « st iio! stand 
point. But we also believe it likely that it would | icted only as a 
part of a comprehensive scheme This would pres many difhe 
questions. 

The designers of a comprehensive pla for deal r with civilian 
war injuries and with property damage would, we supp st decide 
whether any compensation would be paid by the Government It is 
also necessary to decide whether sate es susta ed while i wi 
should be compensated for at the same rate as myu Sustained White 
not at work. What scale of ben s shall be used? 

| might interpolate that Pung Is a very Wi Variation among the 
States m the workmen’s compensation s¢ ale ; ol benefits "7 he re ve 

Ss approximately from $16 a week to $35 a week ‘Those are maximum 
figures, not minimums. 

How should this seale relate to the workmen’s compensatio1 | 
prevailing in the State? Is the same seale to bi appued country-w de? 

Should all persons injured by war be entitled to { medical and 
hospital care? If so, what system of priorities shal eC applied f 
facilities are erossly inadequate? Is the night prince) le that of | ping 
those most in need or must the test be that Oot maxi lm Contribution 


to the economy? 
On what basis is rebuilding to be permitted 


Are contractual obligations to be suspended Hov ibout ent 
obligations if evacuation, rather th: destruction ; yvoived Is 
there to be a mortgage moratorium? How about charges for 
electricity, fas, and telephone service? 

Who will administer such a program and to what extent will faeili- 
ties of private insurers be used? How much of al! this can be done 


; : ; 
on an msurance basis and how much on a tax-supported basis 


(Questions of this sort seem to us to pre sent some h ohly comple xX 


and controversial problems in fields in which not very many of us 
are entitled to firm views. Some of these matters are probably y 1g 
to be discussed at length before they are settled Ce! tainly this was 


the ease in Great Britain: and, now that the atom bomb has com- 
plicated the whole question, their experience is of questionable value 
to us 

We suggest that it hardly seems wise to fail to do some things 
which need doing because there are so many other things which might 
he done. Thus, in view of the likelihood of considerable debate 
before settling the questions inherent in any comprehensive program, 
the delays and difficulties involved in creating the necessary machin- 
ery, we urge that the legislation under consideration be enacted 
promptly. This will not prejudice the study and work which must 
underlie a total solution and this part of the solution can be changed 
or integrated with a more complete program when it is evolved 
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We appreciate the opportunity to be heard on this matter. We 
are anxious indeed that sound legislation along these lines be enacted. 
We offer to the Government all technical knowledge at our disposal 
and hope that you will afford us further opportunities to appear at 
hearings or to confer if vital changes are to be seriously considered. 

That is the end of the prepared statement. 

I might try to add a comment relating to the question that was 
presented to Mr. Buffler, I think. 

The workmen’s compensation carriers find themselves in the very 
unique and unenviable position. ‘The property carriers, generally 
speaking—and I think is true almost without exception—are in a 
position to exclude and have excluded war damage from their policies. 
The life-insurance companies, while, of course, they are not at liberty 
to change outstanding policies, nevertheless did, as a matter of choice, 
decide at the time they issued those policies whether or not a war- 
injury exclusion should be written in. As I understand it, even 
today, the life-insurance companies are issuing policies which do not 
contain war-injury exclusions. I hesitate to say anything about the 
plans of the life-insurance companies, but I read the papers and 
I understand that the life-insurance companies are undertaking to 
work out among themselves some pooling arrangement. Which is 
rather complicated, but I believe it is their opinion, with their enor- 
mous resources, and having in mind that bombing after all may affect 
only certain areas, they may be able on a pooling basis to deal with 
the problem without coming to the Government for help. 

We do not feel that any unfair discrimination would be involved 
in picking out certain aspects of this problem, and dealing with that, 
and we do urge upon you the unique situation in which the compensa- 
tion carriers find themselves. The property aspects of these bills 
have to do with the question as to whether property owners ought to 
be able to obtain war-damage insurance. I think they should. That 
is apart from the question, and quite different from the question that 
we compensation people face. We have got to have it, such as it is. 
No one knows, for sure, just what the courts will ultimately hold as 
to the extent of our liability. Whatever it is, we have got it, not as 
a matter of choice; we have got it because we were forced into that 
position by laws that were enacted at a time when people were not 
conscious of or were not thinking about the possibility of this country 
being bombed. 

Thank you, very much. 

Senator Frrear. Senator Schoeppel? 

Senator Scoorrpre,. Mr. Marryott, you indicate your liability is 
fixed under the law, but as we go back and look at the books, we find 
hundreds and hundreds of thousands of cases that are litigated and 
drawn out, questioning and determining to the finest, minutest 
detail, as to where a liability attaches; I do not quite agree with you 
that your liability is always fixed and fast and determined. You 
always have a litigable point which you can take advantage of. 

Mr. Marryorr. | did not mean to indicate it was not a litigable 
point. I meant to merely indicate whatever liability we have 
and I think it is extremely difficult to be dogmatic at all about the 
extent of the liability that we do have under our contracts—but 
whatever that is we have not by any voluntary action on our part; 
we have because our contracts had to be issued on a basis which did 
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not permit us to exclude that liability. Tagree with what I understand 
vou to be observing: that the question as to our liability is one that 
will not ultimately be settled without litigation. Some people think 
that we may get some new concepts being applied to area bombing 
that may make us liable. Others think and believe very firmly that 
bombing should not be a war damage and that injury from bombing 
should not be thought of as a risk out of the employment 

believe those questions are easy to answer. | think they are 
be answered finally by the United States Supreme Court 

Senator ScHoOEPPEL. We are going to have to have some legislation 
that is going to have to lap over certain of these fields, and that is one 
of the reasons why we had to have an analysis in the short time that 
allotted to us on this most important type of legislation 

Mr. Marryorr. Ido not mean to argue at all that it is not necessary 
to face up to the necessity, or the question, as to whether there should 
be a comprehensive war-damage, war-injury scheme that would 
undertake to deal with the many questions that are involved. It 
seems necessary to face up to those problems. The experience 
abroad, particularly in Great Britain, was that you do not get those 
schemes enacted until people are of the opinion that the bombs are 
about to fall. 

There are many difficult things to be decided inh the course ot de- 
ciding what such a plan shall involve. This question of premedical 
and hospital care seems to me to present a good many knotty prob- 
lems. I do not know the answers to those problems, and, of course, 
many other people who want to be heard from do not know the 
answers. 

All we are arguing is, through no fault of our own, we are in a very 
dangerous position, and the result of being in that position is to jeopar- 
dize the entire workmen’s compensation system. We are convinced 
that we cannot deal with this out of our own resources without some 
financial backing by the Government. We do not know how much 
this will cost. No one knows, | am sure. We know that, if bombing 
is at all extensive, it will be far and away beyond our ability to absorb 
those losses if you assume a substantial number of them are com- 
pensatory. 

Senator Scnorpret. Mr. Marrvyott, my memory goes back—I am 
not too familiar with all the phases of but during the last session 
I know it had been advocated here that we ought to approach this 
matter as quickly as we can on a piecemeal basis, possibly, and move 
ahead. 

There was considerable opposition manifested to enacting—Con- 
gress wanted to cover property damage, which seems, to my way of 
thinking, to have discouraged the piecemeal approach that is now 
being advocated. I wondered about that. 

Mr. Marryorr. I was not here at those hearings the last time. | 
was not aware there was any opposition to the property part of the 
program. 

Senator Scuorrre.. Well, you ought to have been around here. 

Mr. Marryorr. Perhaps I should have been 

Senator ScHorpret. Let me ask you one other question. 

On your page 3, subdivision 3, you state: 


| do hot 


rome to 


Is 


by a Federal act having the effect of excluding war injuries fr the coverage of all 
workmen’s compensation acts. 
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I appreciate the fact that you are a lawyer, and I do appreciate very 
much your views. Without committing myself, that seems to be 
advocating a pretty long step that might run us right into the con- 
ditional rights the States have. How far can the Federal Govern- 
ment go to abrogate State laws? 

Mr. Marryorr. Those are questions that have worried us very 
much. We think, after a good deal of worrying about them, that the 
war-powers clause of the Constitution would permit a Federal act 
along these lines, practically unlimited. We, as lawyer 

Senator SCHOEPPEL. Do you advocate that broad a construction 
of it? 

Mr. Marryorr. Yes, sir. 

Senator ScHoEPPEL. That is all 1 wanted to know 

Senator Frear. Mr. Marryott, what rate does a reinsuring company 
charge the original issuer of insurance? 

Mr. Marryorr. That depends upon the limits written. The rein- 
surance coverage may be written to pick up certain layers of liability 
at certain points. It might be in excess of X number of dollars, and 
then the original carrier back in after that layer is exhausted. There 
are many varieties. 

Senator Frear. Well, there are some complete reinsurance cover- 
ages; are there not? 

Mr. Marryorr. Yes. Occasionally one company will insure all of 
the liabilities assumed by another company. In that event, the 
reinsurance rate would be the same rate as originally charged, minus 
some commission for passing the business over to the reinsurer 

This l-cent rate is not a rate in the sense that we believe or are 
convinced that will produce enough money to pay for all the losses. 
We think it will produce a substantial amount of money if we collect 


it for a number of vears. There will be, of course, a considerable fund. 

[ think the principle involved is that of some participation in 
paving for these losses. Participation is more or less nominal. It 
certainly is not aimed at providing an insurance fund for all the losses 
that could be paid. A single bomb, in Boston, we calculated at one 


time, if it happened, if it were dropped during the daytime, and if it 
were held that all the cases were compensable, would run into some 
astronomical figure. | think we came up with the figure of $480 
million. 

Senator Frear. You mean the results 

Mr. Marryorr. But there were a lot of no-good assumptions under- 
lving those figures 

Senator Frear. Just one bomb? 

Mr. Marryorr. Yes, sir. But we made some assumptions as to 
the size of the bomb, too. 

Thank you very much. 

Senator Frear. Thank you. 

I understand Mr. J. Raymond Berry of the National Board of 
Fire Underwriters is prepared also to present his statement this 
morning. 

Mr. Berry. 

Mr. Berry. Senator Frear, Senator Schoeppel. 

Senator Frear. Mr. Berry, I want to thank you very much for 
appearing today in lieu of tomorrow, because you can well realize 
tomorrow is a very important day around here, and we do not want 
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e 


to have this committee meeting at a time a joint session would be in 
progress. 

Mr. Berry. Yes. Gentlemen, you are doing me a favor. I do 
not want to testify here tomorrow if I can avoid it. 


STATEMENT OF J. RAYMOND BERRY, REPRESENTING THE 
NATIONAL BOARD OF FIRE UNDERWRITERS 


Mr. Berry. Gentlemen, | represent the National Board of Fire 
Underwriters. 


I would say, of the total fire insura ee written in the United States, 
the company members of the National Board write between SO and 
85 percent of the total premiums. 

As you know, some of our companies are very small; some of them 


are qu ite large, and they are located a practically every otat rf the 
Union. 


The national board recognizes that the decision as to vhether 

ar-risk i ‘ance should be EE fp RT SE as cae 2 
War-risK Insurance should be provided by the Federal Government, 
as well as the scope and DASIS OF SU h IsuUPranes i SO provided, 1s one 
for the Congress to make How: Ver, inasimu h iis h aries I AVE been 

. ’ 1 y 

called on these bills, we wish to record the opinion of the great majority 
of the members of the nafional board on two points for the benefit 
of the committee in its 6 a 

Kirst, war-risk insurance covering any substantial proportion of 
fixed or movable property in the United Stabtes is bey ond thy Capaciby 
of private insurers to bear. This OP LAtON Is based upon the experience 


of countries contronted with dir ect enemy attack in World War I]. 
and the developn rent of even more destructive weapons Ih recent 
vears reinforces our opinion on this point. 

If | may digress for a moment from the statement, Senator 


Schoeppel, vou asked for some estimates on these things, and I think 
we can safely state the war deficit suffered by Kneland was possibly 
5 billion dollars, and I think. in France, possibly more than 2 billion 


dollars. But, in any event, England’s bomb damage was twice the 
total of all the assets of the companies for vhom I speak. That was 
under the old method of bombing and the old Weapons Does that 
vive vou What you want? 

Senator Scnorrrer. That does very well. | appreciate it 

Mr. ag Second, the traditional definitions of war-risk insurance 
utilized in World War II are no longer realistic in - light of recent 
deve Dae ‘nts; and any leg islation, in order to provide effective indem- 
nity, should authorize a definition of war risks whic i is consistent with 
present conditions. 

\s an example of this second point, the development of atomic 
weapons of war and the possibility of their clandestine detonation 
by enemy agents in metropolitan and other areas involving heavy 
concentrations of property give rise to potentials of loss beyond the 
resources of commercial insurance companies. Such a disaster is 
clearly a war risk by any realistic definition—-it is sustained as a 
result of the explosion of a weapon of war—and this is true whether 
the loss was preceded by declaration of war or not 

In recognition of the foregoing, members of the National Board of 
Fire Underwriters have been amending policies to treat as a war risk 
the discharge of any weapon cf war employing atomic fission or 
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atomic fusion or radioactive materials, and thus are excluding this 
type of loss from such policies. 

We, therefore, suggest if war-damage leyislation is enacted, that it 
provide specific authority for the a as a war risk, of this type 
of atomic gers pose and thus make it clear bevond question that 
upon proof of the occurrence of such an explosion, the war-damage 
policy will cover. 

Senator Frear. Do you have any questions, Senator Schoeppel? 

Senator Scuorpren. I would like to ask one question. 

Do you have an observation to make, and 1 presume we can get this 
from the record, as to how the British Nation, the British authorities, 
worked this out and how successful it might have been? Do you have 
any analysis made that vou might give the committee the benefit of, 
for the benefit of our record here? 

Mr. Berry. Yes; we have one available, and I am sure the United 


States Chamber of Commerce has one, Senator. I believe a statement 
covering that point was put in the record on the testimony of H. R. 
9802 at the last session of Congress. To sum up my recollection of 


it, the British tried two or three plans. They were first of the opinion 
that they could not do it, and the Weir report recommended against 
attempting it. Then public pressure became so great they did 
attempt it 

I think their losses approximating some $5 billion have been paid 
or had been paid up to about four-fifths at the time, at the end of last 
year, and I think the balance of the claims were in the process of 
soteemant 

snator ScHorppeL. You, having the benefit of the porsennes as 
deve loped out of the British bombing picture generally, by evaluating 
the approach that was made on two or three or four different tries, 
can probably give us, or some other witness can give us, the benefits 
here of let’s say a little more modern version of our approach to this 
thing if we are going to incorporate it into law. 

That is primarily what I am interested in. In your field of activity, 
you obviously have been studying a lot of those plans, and the result- 
ant benefits, how they worked out, the rates, types of losses covered, 
and a lot of those things. 

Mr. Berry. You see, on the property-damage field, Senator, and 
I am speaking only in the property-damage field, we have a pretty 
good precedent right in our home Nation. We have been through 
that in this country with World War II, and I think it is generally 
agreed that that program was very well organized and very well 
operated and very satisfactorily done. 

The prob lem, as we see it, Is you now have a new set of “play- 
things” that vou did not have in World War II, and the question is 
revising our definitions of taking care of what can happen under those 
things 

But the procedures that can happen under it, onee you get the 
definitions clear, I think, are covered clearly by the experience of the 
REC in World War II. 

Senator ScHoerprpe.. Thank you. 

Senator Frear. Do you have any, or would vou, Mr. Berry, care 
to supply for the ‘record the type of polici ies your companies are now 
writing which include such exemptions? 
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Mr. Berry. I can do that, Senator, and would be glad to. I 
thought perhaps you were going to ask me if | was prepared to furnish 
any information for coverage of war damage, and I would have to tell 
you “No” on that. Butif you are interested in that, I would like to 
take a hack at that and put it together later. 

Senator Frear. | think that would be very interesting, and without 
objection, certainly that permission is granted. 

Mr. Berry. Thank you very much. 

(The following was later received for the record: 

This policy does not insure against loss or damage caused by or resulting from— 

(1) Hostile or warlike action in time of peace or war, including action in hinder- 
ing, combating or defending against an actual, impending or expected attack 
a) by any government or sovereign power (de jeur or de facto), or by any author- 


ity maintaining or using military, naval or air forces; or (b) by military, naval or 
air forces; or (c) by an agent of any such government, power, authority or forces; 


(2) Any weapon of war employing atomic fission or radioactive force whether in 
time of peace or war; 


(3) Insurrection, rebellion, revolution, civil war, usurped power, or action 
taken by governmental authority in hindering, combating or defending azainst 
such an occurrence, seizure or destruction under quarantine or customs regulations, 


confiscation by order of any government or public authority, or risks of contraband 
or illegal transportation or trade. 


* * * * % % * 
War-Risk Exclusion Clause: This company shall not be liable for loss caused 
directly or indirectly by: (@) hostile or warlike action in time of peace or war, in- 
cluding action in hindering, combating or defending against an actual, impending or 
expected attack (1) by any government or sovereign power (de jure or de facto), or 
by any authority maintaining or using military, naval or air forces; or (2) by 
military, naval or air forces; or (3) by an agent of any 1 government, power, 
authority or forces, it being understood that any discharge, explosion or use 
of any weapon of war employing atomic fission or radioactive force shall be 
conclusively presumed to be such a hostile or warlike action by such a government, 
power, authority of forces; (6) insurrection, rebellion, revolution, civil war, 
usurped power, or action taken by governmental authority in hindering, combating 


or defending against such an occurrence 


Mr. Marryorr. Could I volunteer one comment 1 should have 
volunteered before? 

The various schemes, as finally evolved, included a change in the 
Workmen’s Compensation Act to exclude. war-risk injuries entirely 
from the act. The only way we could do that, of course, would be by 
some Federal approach, or by approaching it on State-by-State basis 
which we think would be pretty difficult. 

Senator Frear. Thank you. 

Mr. Marryorr. Thank vou very much 

Senator Frear. | would like to state that the committee is very 
appreciative of the statements presented by the witnesses here this 
morning, first, in keeping them brief and to the point. I also want to 
congratulate our guests for their attentiveness to what has been 
going on. 

It is very fine, indeed, to preside over such a group as is here this 
morning. I am highly complimented by your presence and I am 
honored to have you all here. 

Before we recess, without objection, there will be inserted in the 
record comments of the Department of Labor and the Reconstruction 
Finance Corporation on the bills before us. 
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The memorandums referred to follow: ) 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 17, 1951 
Hon. Burnet R. MAYBANK, 
Cha ma Clam tee ov Bani ng and Cu rency 


United States Senate, Washington 25, D. C. 
Dear SENATOR MAYBANK: This is in further reply to Mr. Me Murrav’s letter 


requesting My comments o1 wo bills, S. 114 and 8S. 439, both of which would 
grant succession to the War Damage Corporatio 

These bills are identical in most respects in that thev authorize the War Dam 
age Corporation to assume financial responsibility in connection with certain wat 
damage in the United States and its possession Thev would authorize the 
United States to furnish a degree of financial indemnity for losses which may be 
suffered by reason of war-risk hazards. Both biils provide for application of 
tl principle to property damage, a matter with which this Department is not 
directly concerned However, the Department has a direct interest in the addi 
tional provision of S. 114, which wouid authorize protection against liability for 
perso! yuy arising under workmen's compensation and other laws. 

As you know he Bureau of | my lovees’ Compensation of the Department ol 
Labor has the responsibility of processing war casualty claims of World War II 
arising Ou ‘ he United Siates and of iving benefits under certain statutory 


| ( 
authorities, such as in the so-called War Hazards Act (56 Stat. 1028, as amended 


and the War Claims Act of 1948S (62 Sta 140, as amended In the light of 
experience 1 the programs under su¢ acts, the Department has been mak 
ing a study of e problems inherent in the establishment and administration of 
similar programs applvinge within the United States It is the Department’ 
considered view rat the posal respecting personal injury indemnification i 
: 114 ( nia Ss ceriall Wen ESSCs TI method of indemnification emploved 
with respect to payments made by insurance carriers or employers for war-risk 
hazard losses ler the War Hazards Act was direct reimbursement rather tha 
reinsurance, as Is prop sed unde r s 114 The hie | d of re imbursement Was 
idopted , searching investigation of reinsurance practices. The feasibility 
of reimbursement is evidenced by the experiei of the Bureau of Employees’ 
t the War Hazards Act 





Compensation during the period of almost 9 vears tl 


as been operative It is suggested that this feature of the bill should, there 


; } . 9 
fore, be given careful consideration, 


| yuuld also hil oO mention the fact that no reliable standards are set up by 
S. 114 for the payment of personal-injury losses. This deficiency may result in 
the payment by the United States of an inordinate amount of claims which do 
not come thin the real purpose of the proposed statute 

Ii s m feeling hat the statutory authorit on the subject of war damage 

demnificatior personal injurv cases should be in different terms that those 
now ine luded in Ss. 114 Sincé the problems and iss ies implicit ll this subject 
are numerous and complex, the Department would be glad to furnish the com 
mittee with technical assistance in connection with its consideration of this 
subject, if it so desires. 

The Bureau of the Budget advises that it has no objection to the submissior 
of thi re rt 


Yours verv truly, 
Maurice J. Tosin, 
Secreta j of Labor. 


{ECONST RUCTION FIN ANCH CORPORATION, 
Washington, April 12, 1941. 
Hon. Burnet R. MAyYBAnk, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C 


Dear SENATOR MAyYBANK: Mr. Joseph P. MeMurray’s letter of January 15, 


1951, enclosed copies of 8. 114 and 8S. 439, bills to grant suecession to the War 


Damage Corporation, and requested the views of Reconstruction Finance Cor- 
poration thereon. 

S. 439 is identical with H. R. 9802, Eighty-first Congress. It provides merely 
for the reactivation of War Damage Corporation, with authority to furnish 
protection, through insurance, reinsurance, or-otherwise, against loss or damage 
to real and personal property resulting from hostile or warlike action. 8S. 439, 
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if enacted, would thus renew with relatively slight changes thi vers ( 
by War Damage Corporation during World War II Provisio that pr 


rates shall be uniform throughout the United States and shall br ised 
mates of ‘‘average risks of loss’’ involve a broad question of publie po | 
formity of rates throughout the country will have very g 

simplicity of operation and avoidance of local and 1 


Although uniform rates may not completelv ace 
formly distributing risks of war among property ow 
rates based on average risks of loss for the country as 


to be generally availed of bv property owners in sma >; and 
adjacent to target areas, we doubt the advisability ) 
ciple in advance of experience in war under modern conditio 3 4 


to us to make reasonable provision for the utilization of 
distributi iw Tf sks of loss incident to destruetior of prop i 
‘he task contemplated under s. 439 being within the er ff REC 
its subsidiary, War Damage Corporation, we believe tha 
passage of this or a similar | 
made to place war-damage insurance on the market 

S. 114. in addition to reactivating War Damage Corpora 


\ 1 
il the necessar at 


13 


the powers specified in 5. 439, would aut rize the Corpora i 
certain liabilities for injurv or disease resulting fro 

By the terms of S. 114, however, reinsurance 

respect to whatever liability, if any, i imposed ler 

pensation act, occupational disease act, emplover iab ir law 
for injuries resulting from hostile or warlike actio1 If Sta ) 
liability for injuries that in reality arise out of enemy a 

condition of employment, no liabilit: authorized ring 
on H. R. 9802, Eighty-first Congress, make it clear tha 
of legal opinion with respect to whether war losses f 

purpose of workmen’s compensation acts As stated b Ir 

Association of Casualty and Surety Companies, before the > 

H. R. 9802, Eighty-first Congress, ‘‘ther perh: 

authority” on both sides of this question. Ther 

tainty as to whether financial relief would be fort} 

it would be prompt But in the event of catastrophic ene War Dama 
Corporation might be under almost irresistible pressure | 

diate payments to injured workers and their depende I 

with respect to the legal liability of emplovers and t! i} i { tT State 
Limitation of governmental relief of civilians maimed by act f wa 
liabilities, if any, as are imposed on employers by State la seems a] 
only if the principal purpose is to protect our civiliar 


ments of the casualty insurance companies and otherwi 
that workmen’s compensation laws, which were intended to impo 





applicable to a class of risks to which such laws do not appear eve ha 
given application by American courts, i. e., to risks ‘‘arisi 
warlike attack upon the United States and its pe 


ability for injuries to employees arising out of their em] ne may be h 


a 
productive capacity. 
If a primary purpose is to supply relief to the victims of e1 mbing, su 
relief should not, we think, be conditioned upon emplovers bi 
risks. If relief of persons injured by warlike attack is the purpose, it would seen 
too, that protection might well extend to all civilians and should include workme 


and their families, whether injured in their homes or elsewher 
whether applicable to civilians generally or only to workme 


places of employment), in order to accomplish its purpose, would have to 
prompt. To assure prompt relief, governmental liability must be unconditions 


To meet the requirements of a war emergency we believe that such relief sh 
be gratuitous rather than based on policies of insurance 

S. 114 is silent with respect to the basis on which rates for reinsurance of 
ployers’ liability risks shall be determined, leaving it uncertain whether it is 
purpose of the bill that such rates, like those required to be charged for insur: 


on property, shall be based on estimated risks of loss, or whether reinsurance r: 
are intended to be limited to amounts proportionate to the available reserves of 


casualty companies or to a percentage of the direct premiums collected by) 
insured companies, or are to be otherwise limited or determined 


Another question presented under 8. 114 is whether an indemnity to injur 


workmen which may be guaranteed by an agency of the Federal Governn 








should not be limited by Federal law, both as to the aggregate amount of indemnit; 
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to be provided in favor of any one claimant or as indemnity for the death of any one 
employee, and with respect to terms of payment. Many State workmen’s com- 
pensation and en ployer’s liability laws impose ho specific limitations Others 
impose widely divergent limitations. It was stated in the recent Senate hearing 


that, in the State of New York, liability under a death claim may be as high as 


$30,000 and that a single case of total disability has cost $175,000. (Senate 
hearing on H. R. 9802, Sist Cong., p. 19. Under 8. 114 no limit would be imposed, 
and it would apparently be possible for State legislatures to increase, at their 


pleasure, the amounts payable from Federal! funds on account of war injuries 
suffered within their borders. We do not know whether a limitation of the re- 
insurer’s liability to, say, $7,500 or $10,000 in connection with injuries suffered by 
any one individual would prevent the proposed reinsurance from meeting essential 
requirements for the protection of the casualty companies, State funds, and self- 
insuring employers in the event that State laws shall ultimately be held to cover 
war risks 

If provision for the reinsurance of workmen’s compensation and employer's 
liability risks or adoption of a comprehensive plan for the unconditional relief of 
civilians who may be disabled by enemy attack, and of dependents of civilians 
killed with or without some form of limitation or suspension of legal remedies, if 
any, under other laws, State or Federal, for war injuries, involve extended study, 
we believe that the public interest would be served by the early enactment of 
S. 439. 

Since we have been advised that hearings on these bills have been scheduled for 
Tuesday, Apri! 17, and have been requested to expedite the submission of our 
reports on them, this letter is being transmitted in advance of clearance with the 
Bureau of the Budget, to which copies have seen sent. I am, therefore, unab'e to 
inform you of the relationship of the proposed legislation to the program of the 
President. 


Sincerely yours, 


W. E. Harper, Chairman, 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, April 16, 1941. 
Hon. Burnet R. MaAyRaAnt 
Chairman, Committee on Banking and Currency, 
lnited States Se nate, Was/ ington 25, dD. re! 
Drar Senator Mayrank: By letter dated April 12, 1951, Mr. Joseph P 
rt 


MeMurray requested an early expression of the views ¢ 


his Corporation regard 
ing S. 1309, a bill to grant succession to the War Damage Corporation. 


S. 1309 closely follows S. 114 and 8S. 489 in provisions for insurance against 


amage to property It also makes provision for direct insurance or reinsurance 
tinst liabilities imposed under workmen’s compensation acts and similar laws 
for war injuries suffered by workmen “arising out of or in the course of their 
employment.” As to these provisions the views expressed in my letter of Apr 
12. 1951. on S. 114 and S. 439 are applicable also to 5. 1309 S. 1309, however, 


unlike S. 114, provides a definite basis for premium rates on workmen’s compensa 


Unlike either S. 114 or 8S. 439, S. 1809 makes provision also for insurance or 
reinsurance against personal injuries or death suffered by any civil defense worker 
in the performance of his duties under a State civil defense program as a result of 

tile or warlike actions We believe that authorization of such insurance may 
be advisable as a part of a general plan for the relief of civilians, including workers 
in war plants and other civilian workers, who may be disabled by enemy action, 
as a supplement to such a plan. It seems to us, however, that any privilege 
of insurance on a premium basis should be supplemental to such general provisio1 
as the Congress may adopt for the relief of civilians disabled by war injuries. 

Since we understand that the hearings scheduled for Tuesday, April 17, will 
include consideration of S. 1309 as well as the two bills earlier introduced, this 
letter is being transmitted in advanee of clearance with the Bureau of the Budget, 
to which copies have been sent. I am, therefore, unable to inform you of the 
relationship of the proposed legislation to the program of the President. 

Sincerely yours, 


W. E. Harper, Chairman, 
Senator Frear. The hearings will recess until 10 o’clock tomorrow. 
(Whereupon, at 12 noon, the subcommittee was recessed, to recon- 
vene at 10 a. m., Thursday, April 19, 1951.) 
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THURSDAY, APRIL 19, 1951 


UnirED SraTes SENAT!I 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE, AND BANKING OF THI 

COMMITTEE ON BANKIN« ND CURRENC) 


The subcommittee met at 10 a. m., in room 318, Senate Office 
Building, Senator J. Allen Frear, Jr. (chairman of the sul 
presiding. 

Present: Senators Frear, Schoeppel, and Dirksen 

Also present: Senator Ives 

Senator FREAR. The subcommittee will come to orde | 


commit te 


thought this room was reserved for more olamoro is hearings than we 


are holding, but I do not think there have been any that nore 
unportant than the one we are having this morning. We do feel 
somewhat at home because of the table that we are now ocecupvil O 
which came from the Banking and Curreney conn Y 


The first witness this morning is Miss Mary Donlon 
chairman of the International Association of Industrial Accident 
Boards and Commissions. 

We are glad to have you with us. 


STATEMENT OF MISS MARY DONLON, LEGISLATIVE CHAIRMAN 
OF THE INTERNATIONAL ASSOCIATION OF INDUSTRIAL ACCI- 
DENT BOARDS AND COMMISSIONS, AND, CHAIRMAN, NEW 
YORK STATE WORKMEN'S COMPENSATION BOARD 


Miss Donton. My name is Mary Donlon. I am the legislative 
chairman of the International Association of Industrial Accident 
Boards and Commissions, which is the organization of those who 
administer workmen's compensation programs in the United States 
and Canada. The 48 States have workmen’s compensation pro- 
grams. I happen also to be the chairman of the New York State 
Workman’s Compensation Board. | have a statement, Mr. Chair- 
man, and, knowing that this is a very crowded day, if | may have 
leave to have this entered in the record I could devote my time to a 
few brief comments on particular items. 

Senator Frear. I am sure we would very much appreciate that, 
and, without objection, the statement will be entered in the record. 

Miss Donton. Thank you for that courtesy 

(The statement referred to follows:) 

In any discussion of atom bombing in the United States, the probable targets of 
attack in this country are readily identified as including our great industrial 
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centers That is understandable, for in our industrial centers we produce most 
of the goods we need for defense and civilian use. That is production that any 
enemy of ours would surely wish to halt. 

knemy action would destroy, damage, or injure not only plants and goods but 
also workers During World War II the Congress recognized that there is a 


national respons nD 


surance against war damage to property, because the 





wa ris one that privat insurers of property cannot cover and remain tlt 
b : 

| ut aduring \W rld War I] the workmen’s compensation obli ation of emplovers 
mandated on them bv State laws and therefore an unavoidable financial commit 

{ lid not come Within the protection of Federal war damage insurances This 
discrimination between property damage and workmen’s compensation seems not 
W rea ble 

W or nen Ss co 1 SAllol is one of the best thines we ever did in this ‘Oountrs 

as improved employer-employee relations and, by that improvement, has 

‘reased the production essential to our standard of living 

Workmen’s compensation is the earliest of the American social insurance 
| Sa State program It provides for employers both the incentive for and re 
ward of sound measures that make work places safe. It provides for employees 
prompt and regular income in lieu of wages lost due to work-incurred disability 
and also for the dependents of fatally injured workers. Workmen's compensation 
includ not only weekly cash benefits but also the cost of providing necessar\ 
medical and hospital care. Hundreds of millions of dollars expended annually 
throughout the ‘ountry for these beneficient purposes afford substantial relief 


of costs that otherwise would become a public welfare obligation 


Workmen’s compensation is each of the States is geared to the needs of that 





State through statutes enacted by its legislature. Therefore, workmen's compen 
sation presents variatioi n the 48 States that conform to their emplovment 
Variations 

Workmen's compensation, as a s | insurance, has certain features that are 
common to all or most States hese similarities, rather than the differences, 
should be emphasized in considering the need for Federal war risk insurance it 
Vv rk ne = COTIpPt LL1O 

Firs if hould be kept in mind that workmen’s compensation ts not In any sense 
a gratuity to Wor ers. It is the twentieth century substitute for the age-old 


of workers to sue their emplovers for injuries due to negligence, and the 

egislatures have made workmen’s compensation the exclusive remedy of workers 
ho now may not sue their employers for the injuries that arise out of and in the 

course of their employment 

tr 


rreover, Whether workmen’s compensation is privately insured, self-insured, o1 


nsured in a State insurance fund, the risk rating principles of insurance are ap 


plied in order to fix the cost of workmen’s compensation that is to be paid by each 


emplover. Generally the employer pays more as his workmen’s compensatior 
compensation premium when his business is hazardous, than he pays if it is no 
hazardous. Generally the employer pays more if his employees have many 


accidents, less when the employment has a good safety record. Therefore, the 
pressure of workmen's compensation costs is a salutary economic pressure on the 
employer's pocketbook nerve and tends to make employers safety minded 

Insurance costs in workmen’s compensation are predicated on the predictable 
risks of the employment. Costs of workmen’s compensation cannot be predicated 
on the unpredictable risks of war or of enemy action. This is the same basic fact 
that caused the War Damage Corporation to be legislated into being and used to 
spread the risk of property damage. 

Benefit payments for workmen’s compensation injuries and death generally 
continue during the continuance of the disability and, in death cases, during 
widowhood or the minority of the deceased worker’s surviving children. Our 
(merican system of workmen’s compensation thus is rooted in the continuing 
ability of carriers to pay benefits in all their claims based on past accidents. These 
workmen’s compensation current claims go back many years. The New York 
board, within this verv week, had before it for further action a ease in which the 
widow is beneficiary of workmen’s compensation for the death of her husband on 
January 31, 1916, in a work accident. She has received a check regularly every 
2 weeks for more than 35 vears. 

This is not unusual More numerous, of course, are the claims obligations 
that have continued for 5, 10, or 20 years, in cases of permanent disability and 
in death cases. Protracted temporary disability in serious injuries may extend 
up to 4 or 5 years 
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st What is needed is insured protection provided by the V ) 
iV against workmens compensation war Tis} becau 
workmen’s compensation war losses might wipe out tl 
nanies, of self-insured emplovers, and of State ira f ul 
9 imp ible the pavinent f workme eompe “tf at 
. of people for injuries that are not war-related 
maintained in the defense period adequate t nur ce 
bt shoul be permitted to cloud the ’ 
ial nen’s comp tion pr { ! i 
t I cial ( nd 
Phi t solely indeed it i { 
Ot snd employer +:4 I eryvthi 
ventiv tinp bl \\ 
. ceive rkm ! 10 f I 
a fficials who have the duty of ad 
I recuarall rhe ly ‘ 
{ ild He 7 ed it yop 
¢ workers private empl { In « - 
f have vorkime ( D ’ D 
\ accidents Everv one of the 48 
Or rie SOLVvVency of its mw 
I i! appily, it hould be 1 tay - s 
ly é ies, t : 1 oth 
ef at rotection 1 theref 
ibdivisions share as emplover he 
at shall be extended by the Feder ul Cy e I to 
1) There is a new trend in Stat eg at n tha 
nt war Injuries to those who adn ‘ sta \ ! ‘ 
Already the States of California, Colorado, a 
ure workmen’s compensation act f 
eS, may be injured in lit Or ¢ tv, pa I ‘ ! rs¢ 
it of civil defense work during attack or after attacl ind r 
Stat ire now considering sinilar work me ( 
sad | defense volunteers. T 
Nd LC] compensation administrat 
he President Truman has called a meet Was 
sani ive as its purpose the arousing of wid 
} iore civil defer volun rs and r ra . ‘ - 
S (Civil defens lireetors eS and 
Or ( cerned that Americans she 1 sense 
up aaredness. The press, the m i rad nd 
el peril and urge citizens to volunté 
iO] We fervently pray that wha ( ( 
10 nportance of all-out defense Defens ‘ races S 
ny compensation groups, the emploved wi! 1 
the civil defense volunteers « \ \ sha 
thy and losses if and when attack does com: ko ‘ ~ 
plovyers, including the States themselves, importa vor} tior 
ble bligations to employees. Four States already, and 1 
ted encourage civil defense enrollment by extending wot ens: n benefits 
act to civil defense volunteers 
to It is submitted that what is needed, and needed at o1 is an essential part 
of the national defense effort, is t ranting of suec ! e War Damage 
ally Corporation, with authority to provide insurance for war ! vorkmen’s compen- 
ing sation obligations and for benefits under State laws to defer volunteers 
rise Miss Donton. It seems to me that one of the points that those 
on who administer workmen’s compensation programs would like to 
ork emphasize is that this obligation, the eblization to make workmen's 
the compensation payments, is one that affects not simply the so-called 


private emplovers but is also an obligation of all 48 States to State 
employees, and the obligation of many of the local subdivisions of 
ons the 48 States with respect to their employees 

and [ have developed that point in my statement on page 4 ol the second 
— paragraph, and I wish now to call attention to the fact that we are 








48 WAR DAMAGE CORPORATION ACT OF 1951 


talking about a problem that concerns the States themselves directly 
as employers, as well as for the enforcement of their workmen’s com- 
pensation programs that affects many of the local subdivisions as 
employers of their emplovees. 

| would like to call vour attention, too, to the fact that what we 
are here urging is the granting of succession to the War Damage Cor- 
poration the powers that include the power to insure and reinsure. 
Workmen’s compensation obligations has to do with a program with 
respect to existing statutory obligations and is not in any sense the 
urging on this committee or the Congress of new obligations that do 
not already exist. Iam sure it will be urged by some that here, as in 
England, there might wisely be some expansion of our existing responsi- 
bilities financially to those who may be injured in time of war. I do 
not wish to get into that subject because I regard it as something quite 
different, quite apart from the proposition represented in the bills that 
are presently before this committee where, so far as obligations to 
people for war-incurred injuries are concerned, the obligations are 
those that already exist under State statutes and would not look 
toward the creation of new obligations. The workers already have 
these rights, and the important thing is that they shall have no reason 
to apprehend the solvency of those obligated to make the payments, 
so that they may continue to make the payments. 

As I pointed out in my memorandum here before you, the New 
York board within the week has had before it for further action a 
claim based on the death on January 31, 1916, of a worker. His 
widow has been regularly receiving her benefits, and the claim came 
before us in normal course for certain indicated action under the 
statute. Workmen’s compensation provides these benefits of long 
standing, with no reference to war obligations, and what we hope is 
that the workers of our country will never have to feel that these 
benefits will not be continued to them because of insolvency due to 
a hazard that really cannot be insured against on a private basis. 

The theory of workmen’s compensation, as the Senators know, | 
am sure, is really twofold: To make certain of the rights of the workers 
and the obligations of the employers, and to eliminate the speculative 
recoveries and the speculative obligations of the old tort ac tions. But 
there is a second and an important aspect of workmen’s compensation, 
and that is that it provides genuine financial incentive to emplovers 
for maximum safety in their places of emplovment in order to keep 
down their costs for workmen’s compensation. No degree of indi- 
vidual employer precaution can, of course, limit this war risk, and so, 
without action by the Congress to include the scope of the War 
Damage Corporation powers some authority to act in the field of 
workmen’s compensation, we shall find the employer fastened by State 
law with an obligation to his emplovees, an obligation that in terms of 
normal safety precautions he should have and is adequately taking 
care of, but an obligation which in terms of the war hazard he cannot 
possibly handle. Only the National Government, in our opinion, is 
equippe “d to distribute the risk of war ds amage, 

There is a new development in workmen’s compensation, and that 
is the provision of benefit programs for civil defense volunteers. 
I think if the planes that are flving—I think Colonel Wilkinson, 
director of the New York State Civil Defense Commission, and 
perhaps some of the other civil defense directors will be speaking to 
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you also about it. IT want to call vour attention to the fact that 
California, Colorado, Oregon, and New York, four States, there 
civil defense workmen’s compensation programs Civil defense 
volunteers have that right for attack injuries to workmen’s com- 
pensation benefits under those four State laws, and we are advised 
that New Jersey and a number of the other States will have k gel ation 
entered and probably passe ‘din the 1951 sessions of the ir legislature 
The number of people affected by the workmen’s compensation 
program has never been accurately estimated. — It rolled 3 practically 


inh 
are 


i 


all the members of the labor force of our country lt includes, of 
course, as 1 mentioned before, the public employees in the States 
and in most of the localities. Of course, it is the concern of the 
employers whose obligation this is, having been made the exclusive 
remedy of the employees against their employers. 1 call your atten- 
tion, although I suppose it has already been called to vour attention, 
that institutions and individuals are large holders of the obligations 
of those who have the ob lig ration to make these payments, and as the 
trustee of a large educational institution, I have a concern that the 
securities we hold for educational purposes shall not be prejudiced, 
if it is possible to keep them intact through such action as this. 

The interest of public administrators is very well evidenced by the 
action taken by Secretary Tobin’s National Conference on Labor 
Legislation held in Washington last November 29 to December 1. 
It is a recent resolution, and, with your permission, I should like to 
read it into the record and then I will be finished 

Senator Frear. If vou like, without objection, it may be read, or 
you may place it in the record. 

Miss Donon. | will place it in the record if vou will let me skip 
the preambles, and I will just give you the one sentence that is the 
resolution for emphasis, if you do not mind. 

Senator Frear. That will be quite all right, of course, Miss Donlon. 

Miss Donton. Thank you, Senator. 


Resolved, That the immediate urgeney of this threat to the safetv and security 
of the workmen of this country be called to the attention of the President and 
the Congress of the United States to the end that appropriate legislatio1 na 
national scale may be prepared and adopted without delay, so that adequate 
provisions may be made for protection, medical care, and ind tv to the irk- 


men of this country and their dependents 


Thank you very much, Senator. 

Senator Frear. Miss Donlon, that entire resolution was put in the 
record yesterday; so we will not duplicate it. 

(The resolution referred to appears on p. 25 

Miss Donon. Thank you. 

Senator Frear. But we are very happy to have you with us today 
in the light of the important offices you hold and the interest you have 
in this, and you have honored us with your presence, for which we 
thank you very much. We are mighty happy, of course, to have one 
of your New York Senators with us this morning, Miss Donlon 
Senator Ives—and he is granted the privilege of asking any questions 
he would like to ask. 

Senator Ives 

Senator Ives. Thank you, Mr. Chairman. | feel like an intruder 
and appreciate very much the invitation to participate. I do not 
think all of you are acquainted with Miss Donlon or with her back- 
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ground, unless she has given it to you prior to this time. Miss 
Donlon is regarded very highly in the State of New York, and I know 
she is regarded with equal appreciation in other parts of the country 
as one of the leading experts and authorities in this field of workmen's 
compensation. She has been doing a remarkably fine job as ¢ apse 
of the Workmen’s Compensation Board in New York State; so, she 
comes before us with considerable authority, and I note iit par- 
ticular interest one of the points she raised, and that is what is pro- 
posed here is not placing the Government in the insurance business. 
| think that was pointed out to the committee yesterday. What is 
planned here, rather, is to insure the insurance companies, if anything 
of an untoward nature happens, that they may remain in business. In 
other words, this serves as a guaranty, insofar as we have a guaranty, 
that the insurance business as such, regardless of any terrible occur- 
rence which may take place in our country, will be able to continue 
after it and not be wiped out because of the damages which will have 
to be paid 

[ think there is perhaps some misunderstanding on that. I was 
particularly interested in noting her comment with regard to the 
coverage of all who are in this country and who may be affected by 
any unfortunate accident of the kind in question. It seems to me 
that this legislation itself, Mr. Chairman—and I am sure that all who 
have appeared before vou feel the same way or must feel the same 
way should be considered separately and acted upon separately. 
Then, if later on it is desirable to enact legislation of the tvpe which 
was In force in Great Britain during the war, we can take that up at 
that time, but that has nothing whatever to do with this 

[ have no questions to ask. I merely want again to express my 
appreciation to be permitted to be here and participate 

Senator Frear. Senator, indeed it is an honor to have you with us, 
and | am sure the committee is deeply appreciative of the comments 
you have made and, certainly, the explanation you have given us 
that you are not expecting the Government to go into the insurance 
DUSINeSS. 

Senator Ives. This is just to the contrary of that. This insures the 
private insurance companies and states that they may continue in the 
business in which they are engaged when it comes to this particular 
matter 

Senator Frear. Thank you. Senator Schoeppel. 

Senator ScuorpPEL. Miss Donlon, I have not had the opportunity 
to read your statement in full, which I shall do, of course; and, with 
reference to the comments of Senator Ives, 1 am wondering if you 
do not feel that you would not want any legislation of the Federal 
Government that might be brought out here and ultimately passed 
to abrogate the State laws under which you operate and other groups 
in our respective States operate. Do you? You would not want them 
to abrogate those laws, those rights, and those obligations which 
statutorily are set up and under which your respective departments 
are operating in the respective States? 

Miss Donton. Senator, I would not. You are quite correct. | 
think that what is important is to have a Federal distribution of the 
war risk but by way of reinsurance of the existing obligations under 
State laws. Otherwise, I think we would be in a period of great 
confusion with the Federal Government on part of the risk directly 
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and the normal industrial hazard remainine that of the employer 
under the State law. I would think that would be unfortunate. 

Senator ScHorepreL. The reason | asked you that question is this: 
That I do not want to be envisioning something of a terrific over-all 
calamitous nature—God forbid that it ever comes—wherein if the 
Federal Government was guaranteeing or reinsuring all these groups 
it might become necessary, as some have indicated, that the Federal 
Government might have to pass a type of legislation that would 
supersede some of the State laws with reference to this. That is one 
of the reasons why | was especially interested to have your views, 
because there was one witness who appeared before us yesterday who 
indicated, the way 1 understood it I shall reread the record that he 
would have no hesitancy in saying that the Federal Government 
should supersede in some particular respects. I have some very 
peculiar notions of my own about that, and I am happy to see that 
you concur with them. 

Miss Donton. There are some of us who agree with Kansas. 

Senator ScHOEPPEL. Now, I would like to ask you this question: 
If the Government reinsures or backs up the States with some type 
of legislation on this, how can we do it in your field of activity and 
not do it in the life-insurance field and some of these other fields? 
Would we get over into a discriminatory field of activity which might 
be objectionable? Have you any comments on that? 

Miss Donton. I do not appear in connection with any life-insurance 
problems. 

Senator ScHoerreL. Yes; | appreciate that. 

Miss Donton. | do appear in connection with workmen’s compen- 
sation problems, but I call your attention to the fact, Senator, that 
so far as I know, there are no State laws in any of the 48 States that 
require employers or anyone else to take out for someone else life- 
insurance policies, whereas there are laws that require people to 
assume—namely, employers—this workmen’s compensation obliga- 
tion, and it goes to the heart of our productive system, it seems to me, 
which is going to be pretty important, and I am sure you will agre 
it is even now—and if matters get more tense will be even more so. 
lt would, therefore, seem to me to be proper to distinguish between 
the mere reinsurance of obligations of various kinds and the rein- 
surance of those which are statutory obligations of emplovers and 
which being solvent will do much to set at ease the workers upon whom 
we depend for defense production. 

[ think there is a legitimate ground for distinction, in other words 

Senator ScHorpre.. | have no further questions. 

Senator Frear. Senator Dirksen? 

Senator Dirksen. Miss Donlon, does the State of New York pres- 
ently have legislation which deals with civil defense workers? 

Miss Donton. Yes; since last Thursday, Senator. 

Senator Dirksen. How far does that coverage extend? 

Miss Donon. To the civil defense volunteer as distinguished from 
the employee of an employer doing civil defense work in the employ- 
ment, that employee bel Ing covered under workmen’s compe nsation 
provisions generally. The new provisions for the civil defense volun- 
teers provide or carry workmen’s compe nsation benefits at a regular 
scale but for a limited period of time. The limitation on the period 
of time is usual to all four of these State laws I have mentioned and 
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has to do only with the fundamental truth that no one knows now 
how severe a catastrophe is going to be and, therefore, what may be the 
magnitude of the obligations assumed, and I think in all four States it 
is expected that the legislatures will within the time limit specified in 
their existing laws look the situation over again in the light of what has 
happened, but as long as the benefits are payable they are the full 
weekly cash payments provided under the workmen’s compensation 
law, and medical and hospital care to any extent necessary for those 
volunteers enrolled in civil defense forces under the State law who, dur- 
ing or after an attack in the course of their organized duties, are dis- 
abled, injured, or fatally injured. 

Senator Dirksen. They must be enrolled, however, under State 
legislation? 

Miss Doniton. That is right. In a sense, it is—and Colonel 
Wilkinson will tell you more about this—but it seems to me it is 
designed in all four States to encourage volunteers through assurance 
that if you are injured there is some way of having care provided 
which will encourage people tocome in and undergo the rigorous train- 
ing periods and to sign themselves up as willing to respond to the call 
when the alert comes. It is more than just being willing at the 
moment to go in and do what you can. «You have trained yourself 
and fitted yourself and committed yourself as a member of the civil 
defenses forces, and it is for them that this new legislation is intended. 

Senator Dirksen. I fane y, then, that you would have three groups 
to deal with: First, those who are working in an establishment that is 
covered by State compensation laws so that they would be included, 
of course, if- they were old civil-defense workers; secondly, I can envi- 
sion some civil-defense workers who are either self-insured or not insured 
at all who would have to be covered in blanketwise, I suppose; and 
then, third, a group of potential volunteers, and I am wondering 
what we will do with those finally. 

Miss Donton. I think the second group Is already covered in under 
our law. If they are enrolled members of the civil defense volunteers, 
our law gives them the same right to benefits whether they are in 
their normal vocations self-emploved or emploved. While they are 
civil defense volunteers they are entitled to these benefits. So far as 
the mere volunteers are concerned, most of the States—in fact, I 
think the model civil defense law suggested, although I am no author- 
itv in this field, provides for additional recruitments at the time of 
attack, and they would then become members of the civil defense 
forces and, if so, entitled to benefits under our law. 

Senator Dirksen. | suppose the thing is still too nebulous to 
measure the contingent liability that would be involved in the case, 
even to those outside limits. It is difficult to measure it at the 
moment. 

Miss Donton. It is very difficult to measure it, and that is why I 
think, Senator, that we feel it is an obligation that can only be assumed 
on a national basis; that, as well as the fact that it is a national risk 
that is to be insured against. 

| have read very carefully the United States surveys of the bombed 
areas to the extent that they are not classified, and I am not an actu- 
arian, but I would hesitate to make any estimate of what bomb damage 

New York City or Chicago or San Francisco might be. 
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Senator Dirksen. Do you believe that the absence of coverage has 
actually had some effect upon enrollment or nonenrollment of people 
in the civil defense establishment? 

Miss Donton. All I can say, Senator, is it is a frequent question 
what would happen to me if | were hurt. What would happen to my 
family if I were killed? 

Senator Frear. Thank you very much. 

Miss Donton. Thank vou. 

Senator Frear. Mr. Lawrence E. Wilkinson, acting chairman of 
the New York State Civil Defense Commission. 


STATEMENT OF LAWRENCE E. WILKINSON, ACTING CHAIRMAN 
AND DIRECTOR, NEW YORK STATE CIVIL DEFENSE COM- 
MISSION 


Senator Frear. Mr. Wilkinson, we are glad to have you with us. 
You may proceed in your own manner. 

Mr. Wirkrxson. I am very grateful to the subcommittee for having 
this opportunity of appearing in connection with various bills being 
considered to provide Federal insurance or reinsurance against various 
categories of war risks. My own interest is far more limited than that 
whic h has been put before you by Miss Donlon. As the acting chair- 
man and director of the New York State Civil Defense Commission, 
| have a very immediate personal interest in the problem. As the 
vice chairman of the National Conference of Civ i] Defense Directors, 
I have a national interest in this problem. The Federal authorities 
have estimated that approximately 15,000,000 volunteers will be 
required in order to provide a reasonably adequate force to meet the 
consequences of atomic attack throughout the country. [am sure the 
Senators have noticed in the press in recent months repeated references 
to the so-called apathy of the public in responding to the eall for 
volunteers for this essential service. That we have found in very large 
measure arises from the fact that, although a patriotic citizen is pre- 
pared to make certain sacrifices of time and convenience and effort in 
order to discharge his civic duty, when he and, perhaps more im- 
portantly, his family envisage stepping out into the very dangerous 
circumstances surrounding atomic attack while the next door neighbor 
very carefully takes care of his own family and minds his own business, 
they both worry as to what the family future will be, and if there is no 
adequate insurance protection the man is very apt to depart, stating 
that he cannot assume that risk. 

As Miss Donlon has indicated to you, in New York State we have 
as a matter of urgency passed legislation which provides that minimum 
protection for civil defense volunteers. It is, however, an enormous 
burden and risk for a single State to assume, particularly a State which 
through its great concentrations of population and industry is one of 
the most logical targets for enemy attack. 

[ don’t think I need to elaborate on the financial consequences of 
having to make good on the State insurance undertakings toward the 
civil-defense volunteers. Our immediate target is one million, and that 
is only a beginning. We shall have to aim eventually at double that 
number of people in order to meet the national level, and the Federal 
authorities expect us to do better than the average because of our 
vulnerability to attack, 
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I found in conversations with my brother directors in the national 
conference that they have all encountered the same situation; that 
recruiting has been brought almost to a standstill in any of the even 
slightly hazardous civil-defense services. We have also found a great 
disinclination on the part of the State authorities to undertake 
concentrated risk of this sort. Of course, it would be even more true 
in a smaller community than in a large State such as New York. 
Consequently, feeling as we do, that the civil-defense program, which 
is proceeding under legislation passed by the Congress early this year, 
is an essential part of our national defenses, we are extremely anxious 
to see that this major obstacle toward the more rapid development 
of an effective program be removed. 

[ think it is self-evident that an attack on New York or Pennsyl- 
vania or Illinois is not directed at the areas as a State. It is directed 
at the United States, and that particular part is selected as being a 
vulnerable part of the body of the Nation as a whole. The sound 
insurance principle of spreading the risks is buttressed by the moral 
argument that the punishment that the target may receive in an 
atomic attack is received on behalf of the Nation and that, conse- 
quently, the preparations in that area are in the national interest and 
that the Nation should support, particularly in a matter of this sort, 
a contingent but enormous liability that might fall on the state, 
should support the provisions being made by the State. 

I do not believe that I need labor those considerations any further, 
but I would like to emphasize the fact that this is a problem which 
was considered by the civil defense representatives of all the states 
and a resolution was unanimously adopted requesting the Federal 

Civil Defense Administrator to request the Congress to pass legislation 
which would give adequate protection to civil defense volunteers in 
the event they sustained injuries or death in the discharge of their 
civil defense re onanasae 

(The prepared statement of Mr. Wilkinson follows:) 


I am grateful for the privilege of appearing before this subcommittee in connec- 
tion with its consideration of various bills relating to the provision of Federa! 
insurance or reinsurance against war risks. In my official capacity as acting 
chairman and director of the New York State Civil Defense Commission, I am 
directly concerned with the problem of providing adequate insurance protection 
to volunteer members of Civil Defense emergency services in the event they suffer 
injuries or death in the discharge of their duties. 

The magnitude of the problem is impressive. The Federal authorities have 
estimated that at least 15,000,000 Civil Defense volunteers are needed in the 
country as a whole to augment the existing regular emergency forces sufficiently 
to provide a fair degree of protection against the consequences of atomic attack. 
In the State of New York alone, our immediate objective is 1,000,000 volunteers, 
and this is a minimum target. 

We have 104 local offices of civil defense in the State, and during the last 9 
months practically every local director has written to the State Commission to 
pot out that his recruiting efforts were seriously impeded bv the reluctance of 
citizens, no matter how patriotic, to undertake civil defense duties which might 
expose them to injury or death, unless adequate insurance protection were pro- 
vided. This is not an unreasonable attitude. The civil defense volunteer is 
asked to give up his spare time, to undergo training, and to commit himself in 
time of disaster to carry out assigned civil defense duties instead of devoting 
himself to the care of his own family. And all of this is done without pay. When 


in addition to these sacrifices in the public interest he is asked to expose himself 


to the risks inherent in all civil defense emergency activities, it is not surprising 
that he—and more often, his family—feel that he is justified in balking unless 
the Government is prepared to grant his family proper insurance protection, 
It is a principle which is recognized by the Federal Government insofar as the 
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military defenders of this country are concerned. Certainly the unpaid defende 
of the home front are entitled to ask for application of this princiy » them 

That New York State is not alone in its concern over this proble is evidenced 
by a resolution adopted on February 14, 1951, by the National Conference of State 
Directors of Civil Defense, composed of the heads of the civil-defen agencies of 
the States and the Territories. As vice chairman of this national conference | 
feel it appropriate to read into the record the text of t] resolution 

OW he reas the recruiting of civil di fense voluntee! bel hal pyere | i 
states by the reluctance of citizens to expos then sely { lar ver \ tnout 
adeq late insurance protection acainst injury or death ed in civil-def 
training and operations, and 

oY hereas the burden of such insurance protection is great 

“Whereas the overcoming of the effects, both mat i § a lal, ¢ 
attack and the preparation of civil defense forces to mini zi Li effect a 
matter of national and not merely local concern, be it 

Resolved, That this conference requests the Federal Civil Defense Administrator 
to recommend to the Congress the enactment of suitable legislation to provide 


adequate insurance protection to officially enrolled civil-defense volunters, through 


out the Nation, against injury or death sustained in activ ivil-defense trair , 
or in operations.”’ 

Under the definition given in the Federal Civil Defense Act of 1950, the f n 
of civil defense is ‘‘to minimize the effects ; ” cau 1 un attack pon 
the United States,” and attack is further defined a any attack or seri of 
attacks by an enemy of the United States.’’ - Thus, although primary ri nsi- 
bility for civil defense is placed ipon the States, it is clear that the individual 
States and their cities are not preparing to resist a local enemy, but to play 1 r 
part in resisting the enemies of the United States. There is, therefore, I 
justification for the States to look to the Federal Government ») pl ! he 
insurance or reinsurance needed for the volunteers the Stat ha obilized for 
the defense of the United States. 

Those commul ities which because of their size a i industrial and co mer ial 
importance are the most likely targets for enemy attack rightly « ider that an 
attack upon them is directed at the United States as a whole, and that the Federal 
Government, on behalf of the country as a whole, should assume the en s 
financial risk involved in insurance of civil-defense volunteers Indeed. if this 
risk is not spread on a national basis, but instead is to be handled by the individual 
States, it is unlikely that any State could stand the financial impact of at 
attack. 

I do not pretend to be an expert in the fine art of legislative drafting, and do 
feel qualified to discuss the details of the bills being considered by vou 
committee, but as a layman it appears to me that 8. 1309 introduced jointly by 
senators Ive s and Douglas, represe nting two States who ta { civil-d e 
problem 1m its most acute for A. would provide the tV pe f ji ral prot } 
needed | resy etfully urge upon the subcommittee the 1 portance f pron pt 
affirmative action in order to remove perhaps the greatest si e obstacle to the 


success of the civil-defense program. 


Senator Frear. Mr. Wilkinson, was there any consideration given 
to any premium that might be paid by the States for this protection 
riven by the Federal Government? 

Mr. Witikinson. Senator, the study as to the various alternate 
means of providing State protection was carried out by our insurance 
authorities and by the Workmen’s Compensation Board under Miss 
Donlon, and there were extended conversations with the insurance 
companies as to how we could handle it. A premium can be pretty 
well calculated on an actuarial basis for the preattack period. ‘The 
possible claims for injuries or death in training is not hard, but there 
is absolutely no basis whatever for attempting to determine what a 
premium should be in order to cover the consequences of an atomic 
attack. Therefore, reluctantly, both the official agencies and the 
insurance companies who have been called in to consider the matter 
concluded that it was not a proper risk to be assumed by a private 
insurance company. 
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Senator Frear. But that would not preclude the States from 
guaranteeing some kind of a premium to the Federal Government? 

Mr. WILkinson. Senator, that, again. is a technical problem on 
which I am afraid I as a civil-defense expert am not qualified to express 
myself. I do not know that it has been considered by us. 

Senator Frear. I think that answers my question. 

Mr. Witkrnson. Yes. 

Senator FReEAR. Senator Schoeppel. 

Senator ScHoEPPEL. Mr. Wilkinson. you said that, for instance. in 
New York State your goal is 1,000,000 civil-defense volunteers. Is 
that right? 

Mr. Witkinson. Yes, sir. 

Senator ScCHOEPPEL. Now, of course. those individuals are volun- 
teers and, therefore, are not salaried or paid in any way, are they? 

Mr. Witkinson. No, they are not. 

Senator Scnoxpret. Therefore, there is no reason to expect that 
either your State or the Federal Government could impose upon those 
individuals any deduction by way of obtaining funds to offset the 
Government’s guaranty to the States in the event of a disaster 
coverage, is there? 

Mr. Wixkinson. As far as the volunteers who are operating under 
the circumstances and in a capacity that would not entitle them to 
claim under either company coverage or the standard workmen's 
compensation law, there would be no means for the Federal Govern- 
ment to recover at all. 

Senator SCHOEPPEL. In other words, then, it becomes the obligation 
of cither the State in the instant case or the Federal Government 
under some type of legislation to make some provision for the pay- 
ment or whatever would be necessary 
in the line of duty? 

Mr. WILKINson. Yes, sir. 

Senator SCHOEPPEL. Now, I am interested. on page 2, I think of 
your statement, in your resolution at the very last of the page. 
“against injury or death sustained in active civil defense training, or 
in operations.” 


or 


‘to be paid for an injury sustained 


Now, it may be a small matter, and it may be somewhat technical, 
but let us suppose that a civil defense volunteer was in his automobile 
and was going home from a training period or coming to a training 
period and were to suffer an accident. What would you say about 
that? Would you expect to have coverage in that respect? 

Mr. WiLkinson. Well, sir, I can only answer from the standpoint 
of our own legislation: that we drew it as carefully and as tightly as 
we could to eliminate that kind of a claim. However justified it 
might be from a logical standpoint, we did not feel that it was the 
kind of thing that we should burden ourselves with, and I would feel 
that any Federal legislation which covered the training period should 
be so drawn as to limit very definitely the coverage to participation, 
not in coming to or going from a training course, but participation in a 
training course. 

Senator Scuorepren. Well, I note that your State has passed 
legislation which I think is most commendable, and I do share the 
feeling that there is an obligation on the part of the States to do some- 
thing about this and to assume their proper limited responsibility in 
these matters. Might that not be a condition precedent that this 
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oO 
committee could or should consider in this type of legislation, or, in 
other words, would you think it would be fair to expect the Federal 
Government to assume all of this risk and the State make no effort 


to cooperate in this regard at all? That does not apply to your State 
because vour State has already passed some laws, I understand 


Mr. Wiixinson. I think, Senator, that in all honesty, that even 
if we had not passed our legislation that my reply would be colored 
by my origin. I do feel that any community such as ours that we have 
such an enormous responsibility, not merely toward the Nation but 
toward our own peo] ple, that we have to do something about it, regard- 


less of the action of the Federal Government. But in smaller com- 
munities and communities with lesser resources than ours there is 
going to be a tendency to feel that any contribution that they make 
toward the civil defense of the Nation as a whole is done for the 
benefit of others, done for the benefit, really, of the Nation as a whole 
and not of their own community and that, therefore, it is up to the 
Federal Government to do the whole job for them 

Therefore, to answer your question specifically, | would say that as 
far as | am concerned, as far as the State of New York is concerned, it 
seems to me a very logical proposal that you made, but I am not at all 
sure that if you had a director from Nevada or Wyoming or something 
of that sort seated here that he would agree with my position. 

Senator ScHorpreL. Well, 1 can well appreciate that, because, for 
instance, those of us who are in the central part of the United States 
might feel smugly a little less like ly to be hit by an atomic bomb or 
other destructive measures of this new modern wsrfare. We may 
drag our feet on it, but that should not excuse us from meeting the 
common responsibility as an integral part of the commonwealth of 
States that make up this country. Maybe we should consider on the 
part of these States some concerted action in an effort to meet a com- 
mon contingency that may develop here. I am not critical, you 
understand, but I do feel that more direct attention should be given 
to that phase of the matter and all of these States be encouraged 
pass types of legislation that will make it possible for us to say, ‘‘One 
for all and all for one’’ in this kind of a deal. 

I merely raised that to see what your reaction might be 

Mr. Wiixkinson. I think from a moral standpoint, Senator, there 
can be no question about the correctness of the position that you have 
taken, but, unfortunately, the reaction throughout the country does 
not always follow a strictly moral analysis of our problem, and there 
is a great emphasis placed on the amount of local risk, of local cost, and 
a disposition to treat this as any other national project, on the basis 
of what seems necessary in their particular community. Exhortation 
has not gotten us too far with this, and there is nothing in the Federal 
Civil Defense Act, nor am I sure that there is anything contemplated, 
that would have an element of compulsion in it requiring the State to 
tak? not only this step but all the other steps that might be needed 
in order to build up an effective civil defense organization 

Senator ScuorpPE.. Of course, there is one way that the Federal 
Government could approach it. The Federal Government is going to 
have to provide some type of funds as a backlog or as a guaranty to 
back up the losses sustained any place in the United States and, 
obviously, we will have to give some consideration to raising a fund 
which, of course, would be distributed over the country either on a 
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value basis or some other basis. That way we could level off responsi- 
bility and all sections of the country could assume their just and proper 
share. 

Mr. Wrixkrinson. Yes, sir. 

Senator ScuorrpPet. | am well aware of that. We may have to 
consider that in our further deliberations 

I have no further questions. 

Senator Frear. Senator Dirksen? 

Senator Dirksen. Mr. Wilkinson, I am glad to see you again. | 
think it was in Berlin that we both held forth a good while ago. 

Mr. Witkinson. Yes, sir. 

Senator Dirksen. | am interested in the line pursued by Senator 
Schoeppel, because I think it involved two aspects that we had i 
mind. ‘The first one is this: If this coverage attaches during the 
training period, quite aside from any attack on the country, it sets 
up, first of all, 1 think, the possibility of considerable administrative 
expense and administrative procedures on the part of the Federal 
Government. In other words, the losses and actual indemnity that 
is involved might be very, very small, but it would have to be pro- 
cessed as a Federal matter from here, so you augment your payroll 
for one thing, and you set up procedures as another. Then, the 
second thing, of course, is the possibility of a precedent that might be 
involved here for which Congress might be just a little cautious not 
to venture too dee ‘ply into that field. 

Now, I can see a clear responsibility, of course, in the case of an 
attack on the country, if this attaches for the training period for the 
entire country, it gives us an additional problem, I should think. 

Mr. Witkinson. I do not think there is any question, Senator, but 
what Federal insurance during the training period would be a mon- 
strously expensive and bureaucratic undertaking. However, rein- 
surance during that period of time would remove 99 percent of that 
administrative burden from the Federal Government and leave it 
with the States, or with the municipalities, who did the detailed work, 
kept the detailed records. 

[, of course, am in no position to comment on the problem of the 
establishment of a precedent except to say that our whole concept 
of civil defense to meet atomic attack is unprecedented. I do not 
wish to harangue you on the importance of my activities, but I think 
that it is only fair to say from now on civil defense is the fourth arm of 
national defense, and it is just as vital to our national survival as our 
Army, Navy, and Air Force. That being the case, and, since the 
organization is composed of unpaid volunteers, I think that it perhaps 

can be considered in a category by itself which would not involve a 
precedent that could be easily argued in other fields. 

Senator Dirksen. I recognize, of course, what you say there about 
records being kept by the State, but, unfortunately there is a kind of 
bureaucratic mind that believes that duplicate records ought to be 
kept in the Federal Government and pile up considerable expense. 

Mr. Wiikinson. That would be unfortunate, sir. 

Senator Dirksen. It would, indeed. Did you have a chance to 
examine the German situation with reference to this matter when 
you were in Berlin? 

Mr. Wiixinson. | am familiar with it, sir, only in a very general 
way, and, of course, we had an entirely different situation there, that 
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the individual did not participate as a matter of free choice. He 
participated by order of a dictatorship and, consequently, the cover- 
age which he received was a governmental conceived and calculated 
means of preserving as much stability as possible in the national 
structure. It had nothing to do with what was a fair inducement or 
an equitable arrangement for the individual. Consequently, although 
they did provide for the care of a civil defense volunteer who was 
killed or injured in his duties, the scope of compensation would hardly 
meet our American standards. 

Senator Dirksen. | think that is all for the moment. 

Senator Ives. Mr. Chairman, may I ask a question? 

Senator Frear. Yes, Senator Ives. 

Senator Ives. I have been rather interested in this question of 
bombing. I suppose you would include sabotage in all this business, 
too. When it comes to a question of compensation, I assume that 
is covered by it. 

Mr. WILKINSON. Sir, in our new civil defense law “‘attack”’ is defined 
in the same terms as used in the Federal Civil Defense Act of 1950, 
and that does not specifically envisage sabotage per se. Only if it 
can be definitely identified as carried out by the enemies of the United 
States does it become an attack. In that case it would be covered. 

Senator Ives. One way or the other. It would not make any 
difference if you had an explosion in a plant, if a workman was 
killed—ge (ting off your civil defense program—that would be covered 
by workmen’s compensation, whether there was sabotage or anything 
else? 

Mr. Wixtkinson. That is correct, sir. 

Senator Ives. One thing I would like to ask you is this: I assume 
the density of bombing would vary directly with the amount of 
defense production in an area over a period of time. Is that not a 
fairly accurate statement? 

For instance, a place like Detroit, because of the vast amount of 
defense production there, war production there, would probably get 
bombed very sizably, as well as Pittsburgh and New York? 

Mr. Wiixkinson. | would say, sir, it is one of the most important 
aspects for an enemy to consider in choosing his targets. 1 would 
say directly, sir, that the basic result of an atomic attack is not the 
physical attack or physical injury or property damage caused by the 
attack, but the disruption of the orderly procedures, the way of life, 
and the disruption of the people as a whole to continue to fight. 

Senator Ives. This follows my line of reasoning. ‘Then, presum- 
ably, the more densely populated areas where those things hold true 
would be more subject to bombing than the more thinly populated 
areas. It would follow, would it not, the industrial pattern of the 
Nation? 

Mr. Wirxkinson. That would be true, sir, the large concentrations 
of both population and industry are your natural targets. 

Senator Ives. Yes. Those areas are all over the country. They 
are not confined to one or two or three States, but they are in every 
State, or will be before this thing is over, so it does become a national 
question, does it not, primarily? 

Mr. Wivxinson. | would say there are probably a dozen or more 
States where it would be hard to find a really critical target. 

85516—52——5 
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Senator Ives. Well, there might be a dozen, but, certainly, in the 
other 36 there are critical targets, if not more than 36? 

Mr. Wiixkinson. That is right. 

Senator Ives. Then, the question I want to ask is this: It being a 
fact that this bombing is likely to occur where there is greatest density 
of population, where the industrial production is greatest, would it 
also follow that the income in those areas is greater than it is in some 
other areas? 

Mr. Wiixkrnson. Yes, sir. 

Senator Ives. It would also follow, would it not, that being the case, 
that the share of taxes of those areas paid to the Federal Government 
would be proportionate in the final analysis to the amount of bombing 
and damage done in those areas? 

Mr. Wirxrnson. I would say that would be a logical forecast, sir. 

Senator Ives. I am trying to reason this thing out. That being the 
case, then, is not the tax paid by those areas to the Federal Govern- 
ment a pretty good indication of the amount those areas should pay 
to the Federal Government for the protection? 

Mr. Wiixkrinson. Yes, sir. 

Senator Ives. Then why can we not leave it to the matter of tax, if 
that be true? Why go further and set up a share to be contributed by 
the States? 

Mr. Wiixinson. I think, sir, that is a perfectly logical approach. 
My argument is, whether or not the Federal Government moved or 
not, there was an obligation incumbent upon a community such as 
ours. 

Senator Ives. What I am thinking of, Colonel, is this: That there 
is this question, and we all have it in mind as such, as to whether or 
not the States should contribute to a fund in the Federal Government 
for that purpose. What I am trying to point out is this: It seems to 
me that all these things being true, if they are true—and I assume 
they are true—that your tax percentage from the various areas is as 
good a basis for such contribution as anything, and that the tax itself 
should be able to take care of it. If you are going to have tremendous 
bombings they are not going to be confined to just one area before we 
are through. If you are going to have bombing, we will have it in all 
the areas. Therefore, inste ad of tr ying to work out a program of con- 


tribution, it seems to me we should leave it to the tax paid by those 
communities, 


Mr. Wixkinson. I would agree to that, sir. 

Senator Ives. I think that the ratio you get in New York would be 
about as appropriate as any formula you could provide; I mean, the 
ratio of taxes. 

Mr. Wixixrnson. I agree with you, Senator. 

Senator Ives. Thank you. 

Senator Frear. Senator Schoeppel. 

Senator ScHoePPeL. Colonel, does civil defense training follow one 
pattern in every section of the United States? 

Mr. Wirxrnson. No, sir, it does not at the present time. How- 
ever, under the terms of the Fe - ral Civil Defense Act, which became 
law at the beginning of this year, the Federal Civil Defense Adminis- 
tration is charged with ieee & maximum degree of uniformity and 
cooperation into the national pattern. However, I would say that 
although there is no uniformity at the moment, there is a very close 
similarity and that the differences are not of an important nature. 
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Senator Scuorppret, And wherever possible vou would want that 
supervised according to a pattern strictly within your own State and 
your own area as much as possible to e dont ate a lot of supervision on 


») 


the part of the Federal Gove rmment. Is that not true? 

Mr. Wiikinson. Precisely, sir. 

Senator Scuorrret. That is all. 

Senator Frear. Thank you very much, Mr. Wilkinson. 

Mr. Wirikinson. Thank vou. 

Senator Frear. At this point in the record I would like to put m a 
letter from the Bureau of the Budget in reply to a letter of the RFC 
and read one paragraph from the letter from the Bureau of the Budget: 


As you know, the broad question of war damage compensation and other civilian 
needs that would arise from enemy attacks and that are not provided for in the 
Civil Defense Act is now under study within the executive branch. Pending com- 
pletion of this analysis no commitment can be made as to the relation to the pro- 
gram of the President of any proposal such as is embodied in 8. 114 and 8. 439. 
In the circumstances it is re juest d that you so advise the committee in connection 
with your report. 


(The documents referred to follow: ) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25. dD. ei Api Cay . 1951. 
Mr. James L. DouGuerry 
General Counsel, Reconstruction Finance Corporation, 
Washington 25, D.C. 

My Dear Mr. Dovauerry: This is with reference to vour letter of March 28, 
transmitting a proposed report to Senator Maybank, chairman of the Senate 
Committee on Banking and Currency, commenting on 8. 114 and 8. 439, bills to 
grant succession to the War Damage Corporation. 

In reply vou are advised that there is no objection to the submission of such re- 
port as you May deem appropriat 

As you know, the broad question of war damage compensation and other 
civilian needs that would arise from enemy attacks and that are not provided for 
in the Civil Defense Act is now under study within the executive branch. Pend- 
ing completion of this analysis no commitment can be made as to the relation to 
the program of the President of any proposal such as is embodied in 8. 114 and 
8. 439. In the circumstances it is requested that you so advise the committee 
in connection with your report. 

It is requested, therefore, that a copy of this letter be submitted to the committee 
with your report. 

Sincerely yours, 


’ 


KF. J. Lawton, Director 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. ¢ 
Hon. Burner R. MAyYBANk, 
Chairman, Committee on Banking and Currency, 
United Siates Senate, Washington 25, D. C 

DeAR SENATOR MAYBANK: Mr. Harber’s letter of April 12, 1951, transmitted 
this Corporation’s comments on 8. 114 and 8. 439, bills to grant succession to the 
War Damage Corporation. 

Advice has been received from the Director of the Bureau of the Buds set that 
no commitment can be made as to the relationship of any proposal such as is 
embodied in 8. 114 and 8. 439 to the program of the President pending completion 
of a study now under way within the executive branch on the broad question of 
war damage compensation and other civilian needs that would arise from enemy 
attacks and that are not provided for in the Civil Defense Act. 

As requested by Mr. Lawton, a copy of his letter of April 17, 1951, is herewith 
submitted for the consideration of your Committee. 

Sincerely yours, 
James L. DovuGuerry, 
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Senator Frear. It is the intention of the subcommittee, of course, 
to have appear before it officials of the executive department of the 
Government. 

Mr. Bernard R. Stone, chairman of the Federal legislative com- 
mittee, National Association of Insurance Commissioners. Mr. 
Stone, I understand you have traveled a great distance, and we are 
happy to have you here. 

I would like to comment that we are operating under somewhat of 
a restriction as to time, and if any of the witnesses would care to 
place their prepared statements in the record and make comments it 
will be all right with the subcommittee. 1 do not desire, however, 
to tell the witness what he shall say, but we are laboring under two 
time limits. As you know, there is a joint session of Congress today, 
and also we are very unhappy to announce that we lost one of our 
Senate Members last night through death, Senator Vandenberg. 

Mr. Srone. I will try to follow to some extent, Mr. Chairman, the 
statement which I have submitted to the committee. I will cut it 
short and then answer questions from any member of the committee. 

Senator Frear. Thank you, Mr. Stone. 


STATEMENT OF BERNARD R. STONE, DIRECTOR OF INSURANCE, 
STATE OF NEBRASKA; CHAIRMAN OF THE COMMITTEE ON 
FEDERAL LEGISLATION, NATIONAL ASSOCIATION OF INSUR- 
ANCE COMMISSIONERS 


Mr. Stone. My name is Bernard R. Stone and I am director of 
insurance of the State of Nebraska. I am also chairman of the 
committee on Federal legislation of the National Association of 
Insurance Commissioners. The National Association of Insurance 
Commissioners is, as its name implies, a voluntary association com- 
posed of the insurance supervisors of the 48 States as well as the 
District of Columbia, Puerto Rico, Hawaii, and Alaska. 

At this time I want it understood that | am making this statement 
in my individual capacity and am not authorized to make a statement 
on behalf of the National Association of Insurance Commissioners, 
for the reason that our committee has not had an opportunity to study 
this problem, and it will be taken up in our June meeting which will 
be held the early part of June in Massachusetts. 

Senator Frear. I might state, Mr. Stone, that if you care, at any 
time after going back, before the hearings are closed and the record 
printed, that you would be permitted to submit a supplemental 
statement. 

Mr. Stone. All right, sir. 

However, I do know that I speak the views of other State insurance 
commissioners, and particularly commissioners who are members of 
the committee on Federal legislation. 

As a State supervisor of insurance, we are vitally interested in the 
matters before this committee insofar as the interest of the public is 
concerned. Our primary responsibility to the public, however, does 
not overshadow the consideration that we have for the financial 
stability of the insurance carriers and their ability to carry out and 
meet their obligations. 

Insofar as damage to property arising from the hazards of war is 
concerned, your committee is fully aware of the manner in which 
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coverage of this type was provided during World War II. The need 
for coverage through the medium of Government insurance which 
existed during World War II applies today. The need arises pri- 
marily from the fact that statutory fire-insurance policies which are 
in effect in every State, or practically every State, excludes war 
hazards; also, since there are no criteria by which rates for such 
coverage can be fixed, it will be necessary for the Government to 
prov ide for this hazard if the public is to be protected, particularly 
since usually the property that will be destroyed will be war indus- 
tries, and it will be necessary that those industries be put back into 
operation as soon as possible in order to increase and carry out the 
war effort. As I understand it, the coverage provided through the 
War Damage Corporation and the procedures for handling this 
hazard worked satisfactorily during the last war. The legislation 
now before your committee appears to contemplate a re ‘vival of the 
World War II plan, and I feel it should be adopted. 

With respect to workmen’s compensation insurance, there was no 
program authorized by Congress during World War II other than 
the defense base legislation ‘which covered workers engaged in off- 
shore defense base operations. If we are again faced with war it is 
reasonable to anticipate that the enemy would be successful in bomb- 
ing our mainland, and also we are going to have the likelihood of 
sabotage, which I consider an even greater danger than perhaps 
bombing. During World War II we had many acts of sabotage in 
the early part of the war. That sabotage almost completely dis- 
appeared with the entry of Russia into the war. That hi appened in 
the plants around Chicago which I am personally aware of. 

Whether or not injuries or death to employees sustained while 
they are working on the job would be compensable under the work- 
men’s compensation laws of the several States is a debatable question. 
However, the laws could be so interpreted. Should the employers as 
the result of judicial decree be held to be liable, a serious problem 
would be presented both from the standpoint of the employees and 
their families as well as from the standpoint of the employers, because 
in most States the employer stands primarily liable and even reinsures 
that liability with an imsurance company, and in most States they are 
jointly liable. In the event of insolvency of the insurer the e mploye r 
still stands liable to the employee. Should insurance companies fail 
and employers fail likewise, State insurance funds are likely to become 
insolvent. 1 think you all know the seriousness of the situation. It 
is my understanding that economic necessity dictates the need for 
Federal action. I think such action could best be implemented by 
means of a program of reinsurance by the Federal Government. I 
would, therefore, respectfully urge that your committee give favorable 
consideration to legislation for reinsurance of such workmen’s com- 
pensation war-risk hazards as may exist. 

I realize that in urging these two items, action as to property 
damage and workmen’s compensation, we are not covering the whole 
area. I refer to nonoccupational civilian injuries and deaths result- 
ing from acts of war. However, if you attempt to cover the whole 
area at this time, it is a complex problem and cannot be resolved 
immediately. That fact, however, should not serve as a deterrent 
to congressional action to alleviate the hazards resulting from occu- 
pational casualties, both to property and to persons. 
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At least one of the bills before this committee also provides for 
benefits for civilian defense volunteer workers. I notice the questions 
of the committee with respect to covering these workers during their 
training program. I do not think it is necessary for Congress to pro- 
vide such protection. Those are no more than ordinary accidents 
with which we come face to face with every day. Insurance com- 
panies are working to provide that coverage and have already 
quoted rates. 

Senator Dirksen, the company in your own State has already 
quoted rates on that hazard. Now, many States have already 
provided for benefits for their workers who are engaged in civil de- 
fense work. Other States, of which my own is one, are also concerned 
with this problem since they have set up civilian defense organizations, 
but they have not provided anything for those workers in the event 
they are injured or killed in the performance of their duties. Whether 
or not the individual States should do this or whether or not it should 
be the burden of the entire country I do not think is debatable. I 
think if we are in war it is a war of the entire country and not a war 
of the one segment or one State. And, I therefore believe that 
Congress should give serious consideration to legislation which would 
enable the several States to meet the financial impact of benefits for 
civilian defense volunteers who are injured or killed. They can for- 
get, as far as I am concerned, trying to cover injuries during training 
periods. 

If there are any questions I would be glad to answer them. 

Senator Frear. Senator Schoeppel. 

Senator ScHoePPEL. Have you or your association given any 
thought to any plans that the Federal Government should pursue to 
raise the funds for this? 

Mr. Srone. You mean with respect to civil defense workers? 

Senator ScHorpPEL. That is ritht. 

Mr. Sroner. The association as such has not, but it would seem to 
me, as I stated before, that this is a matter for the entire country, 
that it is begging the question to accept contributions from the States, 
because, after all, the States make up the Federal Government. The 
taxation, in my opinion, would be the only equitable way and manner 
in which to handle it. 

Senator ScnorppreL. Your theory would be for the Government to 
work out some vardstick of obtaining funds through Federal channels 
to meet this? 

Mr. Stone. I would. 

Senator Frear. Senator Dirksen? 

Senator Dirksen. No questions. 

Senator Frear. Thank you very much, Mr. Stone, for your appear- 
ance. 

We have three more witnesses scheduled this morning, and the 
committee will recess promptly at 12 o’clock. We now have, I 
believe, 45 minutes left. Certainly, I nor any member of the com- 
mittee, desires to cut short the testimony of any witness. If it is 
necessary to hold over any one witness, I wonder if the three remain- 
ing witnesses could decide between themselves if 45 minutes will be 
a sufficient time, or, if not, which witness would it be more convenient 
to have at a later date. 


Mr. Kirkpatrick, Mr. Brooks, and Mr. Jacobs? 
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Mr. Brooks. I am Mr. Brooks. I can get on and get off actually 
in 10 minutes, I am sure. 

Senator Frear. Thank you, Mr. Brooks. 

Mr. Krrxparrick. [ am Kirkpatrick. J think I can do it in 10 
minutes or less, or I can come back at a later date. 

Senator Frear. I realize that, of course, depends upon the ques- 
tions. You do not know how long that may be. 

Mr. Kirkpatrick is next, who represents the United States Chamber 
of Commerce, I believe. We are glad to have you. As you are 
aware, J am sure, Mr. Kirkpatrick, your entire statement can be 
incorporated in the record and, if you like, you may just ach on 
the high lights, or proceed in any manner you desire, sir. 

Mr. Kirkpatrick. My statement is four pages. I can brief that a 
little bit if the committee likes. 

Senator Frear. I am very reluctant to ask a witness to cut short 
his testimony, because he may have certain things that he is very 
desirous of bringing out, and we are very anxious to hear them, too. 

Senator Scoorpren. Mr. Chairman, might I just make this sug- 
gestion for the benefit of those organizations or members who desire 
to testify? It would certainly help a lot of us who are on this com- 
mittee if we could have the benefit of your statements before the actual 
testifying day. It would enable us to know your views, and most of 
us, although we are busy, will try to read them and get some ides 
and knowledge of them and can cut down on the time here. 

Senator Frear. Senator, I think that is our duty under the new 
Reorganization Act. It is required that witnesses submit a prepared 
statement in advance. 

Senator ScHoEPPEL. Sometimes they do not. 

Senator Frear. We have not always gone in strict accordance with 
that, however. 

Senator ScHorerrEn. Yes. 

Senator Frear. Mr. Kirkpatrick. 


STATEMENT OF A. L. KIRKPATRICK, CHAMBER OF COMMERCE OF 
THE UNITED STATES 


Mr. Kirxparrick. My name is A. L. Kirkpatrick. I am manager 
of the insurance department of the Chamber of Commerce of the 
United States and appear before you to urge that you appeone legis- 
lation for the indemnification of possible future war damage. I want 
to give you the benefit of research and study which inal insurance 
committee of the chamber has conducted on the subject 

Our interest in this problem stems from two sources. First, persons 
and organizations affiliated with the chamber have urged the establish- 
ment of some concrete plan to dispel the present uncertainty surround- 
ing the subject. 

Second, the chamber favors adoption of the most efficient and in- 
expensive possible method for carrying out the plan, using so far as 
practicable the facilities of private business. 

The chamber’s board of directors, in September 1950, adopted the 
following statement of policy: 

Congress should enact enabling legislation for the creation, within some exi 


Government agency, of a War Damage Corporation, to provide insurance against 
war losses. 
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The Government agency should use the existing facilities of Government and 
rivate business as was done by the War Damage Corporation during World 
ar II; the insurance plan should be on a volnutary basis. 


RECOMMENDATIONS 


In our opinion, any plan which your committee approves should 
include these three fundamentals: 

(1) War-damage indemnity for property must be undertaken by the 
Government separate from and supplementary to private insurance 
coverage and in such form that when written in conjunction with 
standard property damage insurance policies it will give complete but 
not overlapping coverage. 

(2) The plan should include authorization to reinsure any possible 
liability for war-risk losses of an employer, insurance company, or 
State fund under any workmen’s compensation law. 

(3) The Government should not undertake to provide coverage 
against any peril or contingency which private insurance companies 
are able to assume. The principles and procedures established by the 
War Damage Corporation of World War II should be used as a guide. 


OUR APPROACH TO THE SUBJECT 


In considering the problem some time ago, the chamber undertook a 
study of the war-damage laws and their operations in several countries 
which had faced a comparable situation. It is our belief that all too 
often the advantages of a study of comparative law, giving due 
recognition to a difference of environment as well as other factors, had 
been overlooked. The results of our study have been summarized and 
set forth in a printed pamphlet War Damage Indemnity. Copies of 
that pamphlet are now before you. In addition, we recognized that 
there might be interest in a more detailed report so we have prepared a 
mimeographed digest of the laws and experience of several countries. 
Copies of this material are available if you wish them. 


ADVANCE COMMITMENTS 


The problem of advance commitments by the Government for war- 
damage insurance and reinsurance may be approached in one of three 
ways as follows: 

(1) Merely passing a law saying that the Government recognizes 
its responsibility and will indemnify for property damage and work- 
men’s compensation liability at some time after the occurrence or 
possibly after the end of the war; 

(2) Passing a law setting up an indemnification plan on paper but 
going no further; or 

(3) Setting up an organization which will establish procedures and 
issue contracts to go into effect immediately and to provide indemnity 
if losses are incurred. 

The first approach has been rejected by all countries which have 
considered the problem. The experience of these countries, as well 
as our own, demonstrated quite clearly that in order to keep the 
domestic economy functioning properly, there must be an advance 
commitment to a definite and workable plan of indemnity for war 
losses. 
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FEASIBILITY OF A PLAN 


The feasibility of any plan of war damage indemnity has been 
debated from 1935 down to the present day. It is our opinion that 
the question of feasibility is not of material practical importance, 
but is subordinate to the political and economic necessity for remov- 
ing, as far as possible, the uncertainty caused by risks of war losses. 
In World War II the French had reported property losses of approxi- 
mately $2% billion, of which $2 billion has already been paid even 
under the present conditions of the French economy. England like- 
wise had reported losses of approximately $5 billion, the greater part 
of which has been, or is in the course of being, paid. I believe this 
demonstrates that so long as a country is victorious in a war, it can 
afford an indemnity plan. 


ADMINISTRATION OF THE PLAN 


The administration of any plan involves three major problems: 
(1) Method of collecting premiums, (2) writing of policies, and (3) 
adjustment of losses. It is our opinion that the most efficient and 
best approach now available is the méthod employed by the War 
Damage Corporation in World War II. As you will recall, the 
Corporation acted principally as a coordinating agency and the actual 
mechanical operations of the plan were performed by the insurance 
companies on an expense reimbursement basis. In our opinion, this 
is the quickest, most inexpensive, and most efficient method available. 

In conelusion, paraphrasing the policy adopted by our board of 
directors, I urge you to adopt legislation providing for the creation of 
a War Damage Corporation using the existing facilities of Government 
and private business and employing basically the principles and pro- 
cedures followed by the War Damage Corporation of World War IT. 
The Corporation should be given the power to provide indemnity for 
war damage losses to property and to reinsure any possible liability 
for war-risk losses of any employer, insurance company, or State 
fund under any workmen’s compensation law. 

Mr. Chairman, you have, each one of you, I believe, a copy of 
this printed booklet which sets forth a discussion of the experience 
of the British and their consideration of this problem from 1935 down 
to date and the various steps that they took in meeting it. 

Senator Frear. Mr. Kirkpatrick, if you have no objection, I will 
offer for the record this entire study. 

Mr. Kirxparrick. I would be very glad if you would. 

Senator Frear. Without objection, it will be made a part of the 
record. I have not had an opportunity to digest it fully, but the part 
that I have read is extremely interesting, and I am sure it will be 
very’ helpful to the committee. It will appear at the conclusion of 
your remarks. 

Mr. Kir«patrick. We have a further and a more detailed analysis 
of the British and French and German acts and some additional 
experience figures that I will be glad to supply to the members of the 
committee if you want to go into details. 

Senator Frear. As we said yesterday, I think it would be very 
helpful to the committee, Mr. Kirkpatrick, if you could supply the 
committee with one or two copies. It will be inserted in the record 
at the end of your remarks. 
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Mr. Kirxparrick. All right, sir. Thank you. 
Senator Frear. Senator Schoeppel. 


Senator ScnorerPe.. I do not think I have any questions at this 
time, other than to suggest that probably when I have the opportunity 
to go over this we might want to recall you, Mr. Kirkpatrick. I 
understand you are here in the city. 

Mr. Kirxparrick. Yes, I will be glad to come back any time. 

Senator Scuorppen. I have no questions. 

Senator Frear. Senator Dirksen. 

Senator Dirksen. I have just one question. It is a little on the 
remote side, but I notice in setting up figures for physical-property 
damage you include all sorts of plants, industrial property, physical 
property, implements, and so forth. Will it be necessary finally, if 
we actually come to grips with this thing, that we also have to ine jude 
land values where you have a species of radiation that would destroy 
the availability and the usefulness of land for a period of years? I 
am just speculating on the contingent liability that could be involved in 
a case of this kind. Was that ever taken into account? 

Mr. Krrxparrick. Yes, the British took that into account. 

Senator Dirksen. Because it does seem to me from the experiences 
we have had that finally it will be an element of damages. 

Mr. Kirxparrick. Yes, that is right. 

Senator Dirksen. I think that is a rather interesting study you have 
made, and your compilation of the laws governing France and Britain 
are also extremely useful to the committee in working out some 
feasible legislation. 

Mr. Kirxparrick. Thank you. 

Senator Dirksen. So, I trust you will be available as we go along 
for further consultation. 

Mr. Kirxparrick. Yes, I will. 

Senator Dirksen. That is all. 

Senator Frear. I am sure the committee appreciates it, Mr. Kirk- 
patrick, as well as your appearance here. 

Mr. Kirkpatrick. Thank you, Senator. 

(The information referred to above follows:) 


War DamaGe INpDEMNITY—A StTupy AND DECLARATION OF PoLiIcy BY THE 
Boarp or DirEcTORS OF THE CHAMBER OF COMMERCE OF THE UNITED States, 
SEPTEMBER 1950 

FOREWORD 


The subject of indemnification for damages caused by war has come to the 
forefront in the past few months with a growing public realization that in future 
wars, if any, there will probably be extensive damages to property and injuries 
to civilians within the continental United States. 

This problem has been met in other countries and the insurance department 
staff has completed an intensive study of the laws and experience of those countries 
as well as past experience in this country. The results of this study have been 
condensed into the following report: 

The report points out that most insurance policies covering property contain a 
war damage exclusion clause whereas most third party liability policies and 
workmen’s compensation policies do not contain such exclusions. Because of the 
catastrophe possibilities, the private insurance companies cannot assume this risk 
of war losses. 

The report breaks the problem down into four main headings covering (1) 
“Marine insurance,” (2) “Direct damage to real and personal property,” (3) 
‘“‘Personal injuries to civilians,” and (4) ‘Problems with respect to economic 
injury.” The problem with respect to direct damage to property is the most 
complicated and much of the report is devoted to this phase. 
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A study of the catastrophic potentialities of loss leads one to a quick conclusion 
that it simply-is not feasible for even the Federal Government to contract in 
advance to pay indemnity for war losses. The British experience, however, 
shows that, once the public becomes sufficiently alarmed, any question of feasi- 
bility is foreclosed and the conclusion follows that some kind of ind mnity plan 
must be established in advance. It then becomes only a question of finding the 
best method to be used. 

A digest of the British, French, German, United States, Canadian, and Aus- 
tralian war-damage laws has been made by the insurance department of the 
chamber and mimeographed copies of this digest are available upon request at 
50 cents each. 

FRANK H. THOMAS, 
Chairman, Insurance Committee. 


I. GENERAL 


The problem of indemnification for war damage to civilian property has far- 
reaching social and political connotations which must be carefully explored in 
attempting to establish a solution. A great number of approaches present them- 
selves as do a number of ramifications. Most of these have been explored by 
other countries and debated in this country and it is possible to profit from this 
past experience. 

For that reason, in the following discussion there are a number of references to 
these countries and to the past experiences in this country 

The term “indemnity” is used herein in preference to “‘insurance’’ wherever 
possible because the damage created by war is not amenable to any actuarial 
principles. It presents the very antithesis of that normal behavior of events 
on which true insurance is based. 

For several years most property-damage insurance policies of both the fire 
and casualty companies have contained a war-risk exclusion clause modeled on 
lines 11 to 17 of the 1943 New York fire policy. Recently a modification of this 
clause has been introduced to deal specifically with atomic losses. 

Most third party liability policies do not contain such clauses. The same 
applies to workmen’s compensation policies. 

Life insurance policies which have been put into effect in nonwar years normally 
have no war risk exclusion clause and the same applies to accident and health 
polcies. 

Marine hull policies usually have a clause providing for automatic termination 
upon outbreak of war between major powers. The clause permits coverage 
until vessel reaches the next port, plus 24 hours. Most cargo policies do not have 
a war clause. 

A study of the subject indicates that the progress of a country in attempting 
tosolve this matter seems to bear a direct relationship to the amount of home- 
front damage which that country has actually suffered as a consequence of past 
wars. Thus, we find that France, which had the greatest loss in 1914-18 (approxi- 
mately $10 billion) promulgated a Government scheme of reparations for that 
war. On the other hand, Great Britain which sustained a loss of about $1% 
billion in the same time adopted a private insurance program carried principally 
by Lloyds. Similarly, Germany with about $134 billion damage in 1914-18 did 
not find it necessary to set up a Government plan. 

However, in 1939 when it became apparent in Germany that possibly some 
home-front losses might be incurred a complete war-damage plan was inaugurated. 
Similarly, when Britain was faced with the same problem at about the same time 
she also passed war damage acts, but in a more piecemeal manner. 

It wasn’t until December 13, 1941, when the War Insurance Corporation was 
created by the Reconstruction Finance Corporation that any serious thought 
was given to the problem in this country, although it had been under some dis- 
cussion previously. The final act creating the War Damage Corporation, as 
well as its resulting rules and regulations were skeleton in form compared with the 
laws of other countries. 


II, ELEMENTS OF THE PROBLEM 


The complete problem of war damage indemnity can, for convenience, be broken 
down into the following principal headings: 
(1) Damage to ships. 


(2) Damage to cargo of ships. 
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(3) Damage to buildings. 
(4) Damage to land. 
(5) Damage to personal property, which may be divided into: 
(a) Essential commodities. 
(b) Business contents, including machinery, etc. 
(ec) Private personal property. 
(6) Personal injury to civilians. 
(7) Economie consequences, due to inability to convert to war production or to 
rebuild in case of damage. 
A volution to the problem can be effected through one of four ways or a combina- 
tion of these. They are— 
(1) Insurance written by private companies using their own facilities and funds. 
(2) Insurance written by private companies but reinsured by the Government 
up to some stated percentage. 
(3) Insurance issued on a premium and policy basis by a Government corporation 
backed up by the National Treasury in case of catastrophe. 
(4) Outright Government indemnification paid from the National Treasury with 
no premiums and no policies. 


III. MARINE INSURANCE 


In France and Germany indemnity for loss of ships and cargo is provided in 
the general war damage law. Traditionally, however, this coverage has been 
handled separately in Great Britain and the United States, possibly because in 
the chronology of war damage, ships and cargo have been the first and, in certain 
cases, the only property damaged. 

In Great Britain the philosophy has been that war-risk insurance on vessels and 
cargo is too large for an unaided marine-insurance market but not so large that the 
underwriters could not take a share of it. Thus, in World War II, practically all 
hull insurance and a large proportion of the cargo insurance was written by the 
Government War Risk Insurance Office with the companies and Lloyds acting as 
agents. It is reported that the private carriers participated to the extent of 20 
percent on the hull insurance. 

In this country in World War IT, the Maritime Commission was given authority 
to provide insurance or reinsurance on both hulls and cargoes against loss or 
damage from risks of war. This protection was to be made available only after a 
finding that adequate insurance could not be obtained on reasonable terms and 
conditions from private insurance companies. This plan apparently worked very 
well and a similar proposal is now before the Congress to create a permanent plan 
along the same lines. 

With respect to the necessity for insurance on ships and cargoes it has been 
pointed out that they must be replaced and in order to facilitate replacement there 
must be some provision for reimbursement of losses. It should also be noted that 
the risk is comparatively small as compared to the exposure of real and personal 
property on land. The total loss of shipping for all countries in World War I 
was about 6.8 billion dollars of which 3 billion was on ships and 3.8 billion on car- 
goes. No similar figures for World War II appear to be available as yet. 


IV. DIRECT DAMAGE TO REAL AND PERSONAL PROPERTY 


It is with respect to headings 3, 4, and 5, of section II that there has been much 
discussion and difference of opinion. It is also at this point that we have a wide 
divergence of practice among the various countries as to method of treatment. 


1. Feasibility of a plan 

A discussion of any plan of indemnity for war damage must be premised upon 
the assumption that such plan is feasible from a practical and economic stand- 
point. 

The question of a prepayment insurance plan apparently has never been 
seriously considered in France or Germany and their legislatures have merely 
declared it public policy to replace the property under the conditions stated. 
While these obligations have been assumed they have not been met in a large 
measure as yet in Germany. 

French experience in World War II 

The French program apparently has progressed satisfactorily. From available 
information it appears that the French act is being administered so as to restore 
property to “‘economie usefulness” without necessarily giving complete indemnity. 
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The following table is computed upon a value of 350 frances per dollar and is com- 
plete up to December 31, 1949.! 


Program Paym I 


authorized iuthorized 





Personal property ; $1, 696, 971. 426 $1, 250, 104, 206 
Real property 817, 057, 155 618, 888, 711 
Payments to overseas possessions ‘ ‘ ae 36, 571, 431 36, 571, 428 

Total ; j 7 2, 550, 600, 022 1, 905, 561, 345 


British experience in World War II 

The practical question of payment of losses has been very much to the fore- 
front in Great Britain and the United States. It is interesting to note that the 
British Board of Trade in 1937 stated that after a careful review of al! the cir- 
cumstances the Government had reached the conclusion that a plan of indemnity 
could not be devised for war risk on land. This contention was partially rejected 
by the Government in 1939 when it announced a plan for covering essential 
commodities and also a plan sometimes known as the partial compensation 
scheme for recording other losses with a promise of some kind of reasonable 
compensation after the war. 

The British Government took the position that it could not contemplate a 
plan of complete indemnity which would commit the country to so vague and 
indeterminate a liability with respect to war damage to buildings and other 
personal property. This approach was approved by the Weir Report. The 
Weir Committee apparently was so impressed by the estimates of potential damage 
placed before it that it concluded that coverage for war risk damage to property 
was not a reasonable proposition. 

However, public opinion and dissatisfaction with this indefinite commitment 
soon forced a change of policy resulting in the War Damage Act of 1941 as 
amended in 1943 and 1949 which gave virtually complete protection to real and 
personal property. This plan is a permanent one to be kept in stand-by condition 
during peacetime. 

The partial result of the British plan is indicated as follows: The figures are 
based on a pound value of $4.03. As these losses were adjusted promptly the 
indicated figures should be close to the final tabulation. 


Personal prope rty 


| | | 
' | Clain 1 | Surplus or 
Premiums ao ; 
exp R 
| 
Commodity plan, 1939 $818, 000, 000 $492, 000, 000 1 $396 000, 000 
Business plan, 1941 311, 000, 000 375. 000, 000 64, 500, 000 
Private chattels plan, 1941 64, 500, 000 484, 580, 000 420, 080, 000 
Ba owed 7 1, 193, 500, 000 1, 351, 580, 000 158, 580, 000 


The large deficit under the private chattels scheme was due primarily to the 
fact that free coverage up to a maximum of about $1,200 was given to all persons 
with the option of purchasing additional voluntary insurance. 

One half of the compensation payable resulted from damage in the London area. 
Some 92 percent of the business and commodity losses occurred during the winter 
blitz of 1940-41 whereas over a quarter of the losses under the private chattels 
scheme resulted from V-bomb attacks indicating the relatively discriminate char- 
acter of the former type of bombing. The greatest losses under the commodities 
and business plans were $72,800,000 in London on December 29, 1940, and $61,- 
100,000 in London on May 6, 1941. 

The results of the plan for real property are recorded in a debate on July 11, 


Statistics and Financial Studies—French Minister of Finance—Supplemental Statistics Nos. 1 and 2— 
1949 (published 1950). 
? War Damage to Property— Report of Conference presided over by the Right Honorable Viscount Weir— 
October, 1939. 
§’ Midland Bank Review, August 1949, 
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1950, in the House of Commons as reported by the British Information Service 
in Washington. The results to that date show: 


Real property 


Premiums _ . 2 Z one S806, 000, 000 
Losses ___- - 2 tas dove 3, 627, 000, 000 
Deficit leah le i OE aa) ne ee to ah 2, 821, 000, 000 


It is estimated that there will be an additional $302,250,000 paid by the end of 
1950 which will pretty well finish up the program. The total payments will be 
about $3,929,250,000. Thus, the premiums paid will cover about 20 percent of 
the losses as compared with the target of 50 percent participation. 

Losses in the downtown section of London amounted to about 12 percent of the 
total value and to about 2'4 percent of the total value when the entire metropolitan 
area is included. It is interesting to compare this with a great American catas- 
trophe, the San Francisco earthquake, where the loss was approximately 45 per- 
cent of total value. Many insurance companies went broke and several were 
impaired by this disaster. 


United States experience in World War II 


Under our own war damage plan during the period from December 13, 1940, 
to June 30, 1947, losses aggregating $1,274,000 were paid. In the period from 
July 1, 1942, to June 30, 1945 (the period during which premiums were actually 
collected), the total premiums were $245,921,053. The bulk of the losses occurred 
in Hawaii, Alaska, and Pacificislands. The total maximum liability was approxi- 
mately 140 billion dollars of which approximately 23 billion or 16 percent was con- 
centrated in New York City. 

However, the premium and loss figures do not include Philippine claims which 
were settled later under a special act of Congress. These claims are being settled 
by the Philippine War Damage Commission which was granted over $400 million 
for the purpose. 

As of December 31, 1949, a total of 1,249,873 claims had been filed with the 
Philippine Commission. It is estimated that the $400 million will not be sufficient 
to pay all losses in full as the reported damage was about $1 billion. That figure 
is based on present values rather than 1939 values which were specified as the 
basis of settlement by the law. 

It is interesting to note that in proportion to its area the Philippines were prob- 
ably one of the most damaged sections of the world. Manila, a city of over I 
million people, was more than 50 percent destroyed. General Eisenhower is 
quoted as saying that it was the worst damaged city in the world with the possible 
exception of Warsaw. 

In attempting to arrive at any decision as to whether a plan is feasible from a 
purely practical standpoint, it, of course, is necessary to estimate probable income 
and losses. Any estimate of probable total loss would be pure conjecture because 
it would be based upon so many variables. Certain basic assumptions are in 
order. For example, it can be safely assumed that large centers of population 
will be the most logical bombing targets. Experience in the last war indicated 
no close correlation between the number of war industries, the population and the 
incidence of bombing but did indicate that large population centers were the ones 
most frequently bombed. Based on that assumption the following figures are of 
interest. 


Assessed valuation of selected larae cities 4 














Real property Personal property Mixed Total 
New York | $16,954, 000,000 |_. $16, 954, 000, 000 
Chicago 5, 753, 000, 000 $1, 508, 000, 000 $266, 000, 000 7, 528, 000, O00 
Philadelphia 2. 759, 000, 000 658, 000, 000 . 2, 759, 000, 000 
Detroit 2, 442, 000, 000 1, 020, 000, 000 at 3, 462, 000, 000 
Cleveland 1, 035, 000, 000 333, 000, 000 158, 000, 000 1, 562, 000, 000 
Was neton. B.C 1, 696, 000, 000 277, 000, 000 h S ae 1, 973, 000, 000 
San Franci 729, 000, 000 553, 000, 000 i ¥ 1, 282, 000, 000 
Seattle 257, 000, 000 103, 000, 000 |. - enclave 361, 000, 000 


It should be stressed that the above are only partially complete and are based 
on property subject to tax. In addition they are based on assessed valuation 
which mav be only 80 to 100 percent of full value. 


— 


‘ Large City Finances in 1948, U. S. Department_of Commerce. 


<p oediaatit Ssh mais nian 


Jas 2B Rh S as ACB ys Sat A IE 





: 


casein ab Dbae 


LT MARA DAS OD 


AP isitethoe, Lore 


Siren tled eh Ranney aiiines Dies ae a 


The 
figures 


teal y 
Manu 
Farm 
Public 
Stock: 
Stock: 
Stock: 


t Eco 


Thi 
the w: 
is pro 

In 
passio 
that o 
and tl 
Eeonc 
factor 
suppl. 
Thea 
not st 
insuré 
Act 0 
2, Wi 

Thi 
prope 
by a. 

Th 
pay i 
of wa 
are pi 

In 
on co 
mate] 
amou 
partl 
on a 

Th 
basis 
whicl 


Th 
and f 
that 
of po 

On 
shoul 
as pl 
their 
dam: 
also | 

An 
dam: 
resou 
prop 
and 
of G 
has 1 
trop) 
than 


‘vice 


, 000 
, 000 
, 000 


id of 
ll be 
it of 


f the 
litan 
atas- 
per- 
were 


940, 
from 
nally 
irred 
roxi- 
con- 


‘hich 
ttled 
lion 


1 the 

cient 
igure 
; the 


rob- 
ver | 
er is 
‘sible 


Dm a 
come 
‘Ause 
re in 
ation 
‘ated 
1 the 
ones 


re of 


100, O00 
0, OOO 
100, 000 
100, 000 
100, OOO 
100, OOO 
100, 000 
100, 000 


yased 
ation 


: 





Abadi Lie a ad it eit as RB 


x 


twit eas 


: 
i 
i 
i 
: 





te st 


sit ie RTE SE Se Ra RRO GAS IONS WA Ae ae 


WAR DAMAGE CORPORATION ACT OF 1951 73 


The following figures may also be of interest in considering this problem. These 
figures are for 1938 which is the latest date available. 
Property values in the United Slates ! 


teal property and improvements. aoe .. $166, 027, 000, 000 


Manufacturing machinery, tools, ete : ; ’ 11. 250. 000, 000 
Farm implements and machinery : 1, 596, 000, 000 
Public utilities, including railroads, pipe lines ‘s, ete 16, 745, 000, 000 
Stocks of goods in hands of producers 12, 267, 000, 000 


Stocks of goods in hands of dealers 3 ee 885, 000, 000 
Stocks of goods in hands of consumers. ______- 39, 453, 000, 000 
Total 285. 213. 000. NAN 


i) 


t Economic Almanac for 1950, p. 87. 


This figure is undoubtedly very low and based upon the additions made during 
the war and with the infls ution whic =h has taken place from 1938 to date the figure 
is probably closer to $400 or $500 billion. 

In the final analysis, the experience of other countries indicates that a dis- 
passionate consideration is of little value in weighing feasibility. Rather it seems 
that once the public is sufficiently aroused any question of feasibility is foreclosed 
and the only question is that of method. This is indicated by the statement in the 
Economist of September 14, 1940, p. 343, to the effect that the only limiting 
factor in any insurance scheme against war risk is not the monetary factor but the 
supply of materials and labor to make damage good during and after the war. 
The article goes on to point out that the argument against aggregate liability did 
not stand in the way of insurance schemes for marine and commodity war-risk 
insurance. This opinion later prevailed as is shown by the 1941 War Damage 
Act of Great Britain. 


> 


2. Who shall pay for damage? 

This raises the question of whether the cost shall be borne by the individual 
property owner through premium payments, the Government t 
by a combination of both. 

The German and the French laws recognize a responsibility of government to 
pay indemnity for destruction of all types of property as a part of direct cost 
of war. These acts make no provision for the payment of premiums and all sums 
are paid out of the national treasury. 

In Britain the insured property owner pays a premium for war-risk coverage 
on commodities and on business personal property. Free coverage up to approxi- 
mately $1,200 is given on private chattels with a premium being required on 
amounts in excess of this. With respect to real property, compensation is financed 
partly by the property owner through premiums and partly by the Government 
on a 50-50 basis. 

The War Damage Corporation in the United States operated on a premium 
basis with the deficit, if any, to be made up from the capital of the Corporation 
which was $1 billion. 


hrough taxes, or 


Private versus Government responsibility 

There are many arguments both for the Government to assume full responsibility 
and for individuals to assume full responsibility. On the one hand, it is claimed 
that in case of a catastrophe it would be impossible for any organized group 
of policyholders to contribute sufficiently over a relatively short time to meet it. 

One approach is that this cost should be considered as an expense of war which 
should equitably be borne by all citizens, that it is the community’s duty, so far 
as practicable, to mitigate the effects of these haphazard blows by spreading 
their burden. In many cases it is of definite value to the war effort to have the 
damaged plants and shops put back into operation as quickly as possible and 
also the same applies for the postwar economy. 

An opposite approach is that if the Government obligates itself to pay the 
damages in full it would constitute an unjustifiable spel ee mip of national 
resources for one particular objective; that a tax on the 10ole country is a dis- 
proportionate tax on the small individual to pay for the ad the larger merchant 
and manufacturer. Also, many people are fundamentally opposed to the use 
of Government funds to rebuild private property, particularly property which 
has no direct bearing on the war effort. It is asserted that in case of a real catas- 
trophe, the Government would be in little better position to meet the full amount 
than a private fund. 
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With respect to real property, as indicated above, the British arrived at a 4. Types 
compromise between individual responsibility and Government responsibility. The 1 


They reasoned that a true insurance plan whereby the total cost would be met of real a 


out of premiums would require a premium level so high as to be prohibitive. On As ine 
the other hand, they recognized that a great majority of property owners would and was 
be willing to pay a reasonable level of premiums. It was also thought that part land its 


of the loss should fall on the general taxpayer as part of the communal burden of rately vu 
war itself. miums 

Compromising these premises the British established their plan whereby the Both 
property owner pays a certain yearly contribution based on the value of his > only wh 
property. These premiums are cumulated and the losses are also cumulated 4 ; 
yearly. If the premiums are insufficient to pay half the losses, the premium 
rate is to be increased. If more than enough to pay half the losses, Parliament 
makes the decision as to what to do with the excess. The Fre 

The reason for the distinction in method of treatment between real and personal the buil 
property where the entire cost of the latter is borne by the property owners is In th 
not exactly clear. Although there is no provision for sharing cost in the various 


ing mo! 
enrich 
only wl 


ae ‘ . Te . reasona 
personal property schemes it is provided in the law that any deficit will be paid persona 
out of the national treasury. money, 
8. Advance commitments reasona 


no expr 


The German law made advance commitments to pay for all war damage ; 
j excepti 


depending upon the economic need and existing possibilities. Payments were 


made promptly in the early part of the war but slowed up and finally stopped ; - " 
about 1945. Ina great measure this was due to the defeat of Germany in the war. = wd 
The French act was really an ex post facto law having come into being on ; a 
October 28, 1946. It does go back over the war period and agrees to pay full ‘ 5. Caus 
damages. It was predicated upon the law of October 11, 1940, which dealt with The 
the reconstruction of inhabited real property. | includi 
The British approach at first was to admit only that the Government had theft a 
some responsibility but to take the position that indemnity would not be paid oceupie 
until after the war. Compensation at that time would be made upon the broadest The 
scale compatible with the circumstances of the country after and not before the and al 
war. The British theory was to make advance commitments only for ships, reward 
essential commodities and for reconstruction of essential properties. However, tions fi 
even in the latter case, the funds extended were to be considered only as a loan. of ruin 
This indefinite commitment with respect to real property and much personal aband 
property created a great deal of dissatisfaction. Owners of essential properties, ~ The 
whether industrial or domestic, who found that they had to rehabilitate their direct 
properties were hardly encouraged to undertake necessary repairs without some hy an | 
firm assurance other than a postdated check with the amount left blank. namie 
Faced with this situation, the British Government reversed its position in 1941 action 
and made advance commitments to pay in full for all losses. Payments were ” Alc 
made immediately under the War Risk Insurance Act, 1939 (marine losses and to blac 
commodity losses). Payments under the War Damage Act (buildings and The 
personal property) were deferred generally until after the war. the ex 
In the United States the original commitment of the War Insurance Corporation ‘inn tl 
was to provide reasonable protection against loss. This purposely was worded taken 
this way to avoid committing the Government in advance to full payment. attack 
Sentiment in the RFC was to pay some sum less than 100 percent, possibly might 
75 percent, and this approach was used in the Philippine War Damage Act. area b 
In the hearing on the War Damage Corporation it was brought out that unless an en 
definite commitments were made ahead of time the people would not know impor’ 
whether they might ever be reimbursed or not. It was stated that some assur- t i 
ance must be given to strengthen confidence and give a feeling of security; morale either 
factors which are important in wartime. esi 
The final War Damage Act permitted the WDC to provide reasonable protec- insure 
tion against war risk. Policies were issued with face amounts and were all paid overt 
in full but, undoubtedly, additional appropriations would have been made if ) 
found necessary. 6. She 
Another phase of this same problem is the fact that advance commitments In t 
ordinarily require issuance of a policy or some other method of registering prop- * there 
erty which will be eligible to coverage. This is particularly important in the ; Wh 
valuation of personal property. While the ex post facto valulation of real prop- if any 
erty is not particularly difficult the same situation with respect to personal have’ 
property is almost impossible. was 1 
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4. Types of property covered 

The French and German plans are all-inclusive covering loss or destruction 
of real and personal property. 

As indicated previously, the British plan started out to cover only commodities 
and was then extended to other personal property and buildings and even to the 
land itself. The only apparent reason for treating the personal property sepa- 
rately under the British plan is because of difference in method of paying pre- 
miums and settling losses. 

Both the French and British plans stress the necessity of paying for buildings 
only when they are rebuilt. The French found in World War I that merely mak- 
ing money payments for damaged buildings led to speculation and to uw just 
enrichment in many cases. The British plan will make cash (‘‘value’”’ payments 
only when the building is a total loss or when the injury is to unimproved land. 
The French plan provides for a cash payment of approximately 30 percent when 
the building is not rebuilt. 

In the United States the original War Insurance Corporation agreed to provide 
reasonable protection against damage or destruction of buildings, structures, and 
personal property including goods, growing crops and orchards, but excluding 
money, securities, etc., and objects of art. The WDC was authorized to provide 
reasonable protection against loss or damage to real or personal property, with 
no express qualifications, but with permission to the WDC to create such general 
exceptions as it might deem advisable. 

In only the German act was there any attempt to cover consequential losses 
similar to those which would be covered under a business interruption or rent- 
insurance policy. 

5. Causes of war damage 

The German act permitted compensation for loss cuased by acts of war, 
including seizure of property, losses caused by occupational forces, including 
theft and plundering, and removal or forced transfer of property from territory 
occupied or threatened by a hostile force. , 

The French act covered loss from acts of war, including losses by occupation 
and annexation by enemy forces; theft and pillage of goods by armed forces 
regardless of nationality; damage to buildings caused by the enemy or organiza- 
tions fighting with the enemy; damage caused by mine clearing and demolition 
of ruins, etc.; damage caused by explosions, poison gas, and munitions whether 
abandoned, in storage or in course of transportation. 

The British act covers damages occurring (whether accidentally or not) as a 
direct resuit of enemy action or action taken in repelling a real or imagined attack 
by an enemy or to mitigate consequence of such damage; and accidental damage 
resulting from preparatory measures to prevent an attack or to anticipate enemy 
action. 

All of the above acts exempt from coverage any losses which would be attributed 
to blackouts or training measures. 

The law creating the United States War Damage Corporation did not specify 
the exact types of acts which were compensable but merely provided for protec- 
tion against loss which might result from enemy attacks (including any action 
taken by the military, naval, or air forces of the United States in resisting enemy 
attack). It also permitted the WDC to limit protection in any area which it 
might deem advisable in consideration of the possible loss of control over such 
area by the United States. This conceivably would eliminate coverage during 
an enemy occupation. As a practical matter this was taken care of in the one 
importance instance, the Philippine Islands, by another act. 

It is apparent that any enabling legislation should grant sufficient power, 
either in itself or by grant to the Corporation, to issue coverage which when 
meshed with the standard war damage exclusion clauses of the property damage 
insurance policies of private insurance companies will give complete but not 
overlapping protection. 


6. Should coverage be compulsory? 

In the case of Government-supported plans such as in France and Germany 
there is obviously no question of compulsion. 

When Great Britain first approached the problem the Weir report stated that 
if any insurance scheme had appealed to them the element of compulsion would 
have been considered essential. When insurance was finally adopted the plan 
was made compulsory for buildings, commodities and business personal property; 
the latter two for all property owned in excess of $4,000. The private chattels 
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scheme granted ‘“‘free’’ insurance up to a certain maximum (approximately $1,200) 
with the option of additional voluntary insurance. 

In the United States the hearings on the War Damage Corporation indicated 
a feeling against compulsion. It was brought out that persons in sparsely settled 
areas of Nebraska or lowa or Kansas would not feel that they needed bomb insur- 
ance. This tendency indicates quite clearly that there is going to be an adverse 
selection of risks for a voluntary scheme. The results of the War Damage 
Corporation indicate this quite clearly as will be seen by the following tables. 


Geographical distribution of policies (Mar. 31, 1944) 


{Taken in part from.Encyclopedia Americana] 


j 
| Percent of Percent of 






Number of total in Amount of total in 
policies continental liability continental 
issued United — United 
| States States 
a Sncianalbas Tea at een tO 
Continental United States: 
Atlantic Coast States | 5, 285, 891 61.4 $70, 500, 906, 000 64.8 
Pacific Coast States |} 2,071, 682 24.0 16, 120, 358, 000 14.9 
North Central States 845, 567 9.7 15, 761, 527, 000 14.5 
Gulf States 236, 048 26 2 3, 973, 000 2.7 
Other States 195, 904 2.3 | 3, 320, 120, 000 3.1 
8, 635, 092 100.0 LOS, 696, 884, 000 100. 0 
Territories 58, 459 947, 760, 000 | 
8, 693, 551 109, 644, 644,000 |_...-.._-_..... 
Bianket and floater policies ’ 60, 180 4975: BORO 3... s......- 
Total... 8, 753, 731 Sect 114, C17, 194, 000 


Distribution of liability by classes (Mar. 31, 1944) 


Class Amount of risk | Percent of 
total 

Manufacturing plants, piers, warehouses, etc. .-..--- ate i $27, 214, 087, 000 23.9 
Apartment houses, hotels, offices, mercantile establishments and other 

buildings not used for manufacturing -.----- ‘ y , ; 25, 275, 523, 000 22. 1 

Dwellings and contents i ear te Lore ie SER ae 24, 580, 648, 000 21.4 

Registered mail] and express 2 ee ce iealaicl 21, 369, 816, 000 19.0 

Churches, hospitals, educational institutions, and public buildings 5, 496, 560, 000 4.7. 

Publicly and privately owned utilities__----~-- 4, 606. 461, 000 4.0 

Other property Z cain im alti deal ; ete 3, 721, 505, 000 | 3.3 

Transit risks aid oa aia ea ee wage 1, 752, 585, 000 1.6 

Re eae Liles wabtenass = nik | 114, 017, 194, 000 | 100. 0 


It will be noted from the above that while, from a classification standpoint, the 
distribution of risk was fairly uniform, from a geographical standpoint over 60 
percent of the risk was concentrated on the Atlantic coast and 14 percent on the 
Pacific coast. If risks were being written today it is probable that the distribution 
between the east and west coast would be more nearly equal or possibly reversed. 

If the theory is to spread the risk uniformly and avoid adverse selection then 
it appears that some type of compulsory plan is needed. In addition it should be 
pointed out that while all illustrations have been based upon experience in the 
last war and with weapons developed in the past war, that the more modern 
weapons conceivably could cause widespread damage to risks remote from indus- 
trial and population centers. 

nother point which must be considered is that if there are any great numbers 
of unindemnified losses there will be considerable pressure brought on Congress to 
pay those claims after the war. This has always been unsatisfactory as witness 
the fact that some claims for damage during the Barbary Coast wars were still 
being considered 120 years later and some claims involved in trouble with France 
about 1800 were still being acted upon in 1940 or iater. Individual consideration 
can be a long and costly method of settling these matters. Of course, it is possible 
to set up a claims commission similar to the Philippine Claim Commission but 
this type of action can only be taken when premiums are not to be collected. 





Ate ERE EE NY bE Sli, 2c IIE CODE ES OT PE OS ch BEANE, ERIE M Ra ke 


; 
; 
i 
i 
3 
: 
} 
‘ 


witha Miia SEP Re 


jah Sa hee iat Ratcanhe Se 22 


sila niece aA SS RRM RH NE 


7. How 


Whe 
premiu 
In I 
proper" 
althous 
“contri 
Comm 
Und 
insural 
tary. 
Att 
there ' 
of whi 
to tax 
Feder: 
the les 
pertin 
V 
The 
stitute 
outlin 


1%] 
fall v 
enfor 
It we 
sense 

He 
with 
in th 
acco! 
unif 

TI 
obvi 
cens 
and 
ind 
pres 

A 
that 
tax. 
tan¢ 
am 
onl, 

V 
are 
the 
req 
inte 
que 

( 
of ] 
ma 
pal 
up 
SOI 





,200 


cated 
‘ttled 
nsur- 
verse 
mage 
les, 


it of 


100. 0 


the 
r 60 
the 
tion 
sed. 
shen 
1 be 
the 
lern 
dus- 


bers 
3S to 
ness 
still 
ance 
tion 
sible 
but 





4 
a 
3 
é 


cb ail Death EM 


pacha 


Fis 


ES eh anak MME EIT, ER LIAM A her 8 


Sahel et ahaa ee! 2: 


Shera 


Detect 


AMALIE. 


AREER ile Mee hae Sve, 


WAR DAMAGE CORPORATION ACT OF 1951 7a 


7. How shall premiums be collected? 


Where plans are financed out of the National Treasury thereis no question of 


premium collection as such because it is merged into the tax co.lection problem, 
In Britain the premium for insurance on commodities and other personal 

property is paid to the agent when the policy is issued. This method is used 

although the system is compulsory except for private chattels. Premiums or 


‘contributions” for coverage of real property are collected by the Inland Revenue 
Commissioner and are based upon the assessed valuation of the property. 

Under the United States War Damage Act the premium was paid to the 
insurance agent at the time the policy was issued. This plan was purely volun- 
tary. 

At the time the bill creating the War Damage Corporation was under discussion 
there was some reference to a compulsory plan which, in turn, raised the question 
of whether premium payments under a compulsory plan would be equivalent 
to taxes and, therefore, possibly amenable to certain restrictive provisions of the 
Federal Constitution. This is neither the time nor the place to exhaustively study 
the legal problems involved but it is believed that the following observations are 
pertinent. 






Would a compulsory premium be a tax? 

The first thing which must be determined is whether such a contribution con- 
stitutes a tax. In 61 Corpus Juris pp. 68-69 the essential elements of a tax are 
outlined as follows: 

(1) Enforeed contributions, 

(2) Enacted pursuant to legislative authority, 

(3) In the exercise of the taxing power, 

(4) Being of a proportionate character, 

(5) Payable in money, 

(6) Imposed for the purpose of raising revenues, 

(7) To be used for publie purpose, and 

(8) Not as a payment for special privileges granted or services rendered. 
It is readily apparent that a contribution of the nature contemplated would not 


fall within requirements 3 and 7, and possibly 6. Such contributions would be 
enforced under the war powers, and would be for a special privilege or service. 
It would not be for the purpose of raising revenue or for a public use in the strict 


sense of the words. 

However, assuming for purposes of argument that it is a tax we are then met 
with several constitutional questions. These stem principally from the provisions 
in the Federal Constitution which require all direct taxes to be apportioned in 
accordance with the census (art. I, see. 9, par. 3) and that all indirect taxes be 
uniform (art. I, see. 8, par. 1). 

The first question is whether this would be a direct or an indirect tax. It 1s 
obvious that contributions of this type could not be apportioned according to the 
census as required for direct taxes. They must be apportioned according to value 
and not population. On the other hand the requirement as to uniformity for 
indirect taxes requires only geographical or territorial uniformity and would not 
present any problem. 

A brief consideration of the cases covering this problem impels the conelusion 
that under ordinary conditions a contribution of this tvpe would be held a direct 
tax Under the circumstances, however, and 1n view of the court’s normal relue- 
tance to overrule acts of Congress it is not entirely certain that they would not, as 
a matter of convenience and necessity, declare this to be an indirect tax subject 
only to the rule of uniformity. 

We also have the fact that the war powers of Congress under the Constitution 
are almost unlimited in scope and under its provisions Congress can, in furthering 
the war effort, abrogate other constitutional provisions such as freedom of speech, 
requisition of property, ete. If such basic rights as these can be set aside in the 
interest of the war it would seem that a provision whose antecedents are of 
questionable value and whose purpose is clouded could be also set aside. 

One other problem arises in connection with contributions based on valuation 
of property. That is the method of obtaining the valuation and the fact that in 
many parts of the country properties are not assessed at true value. At least a 
partial solution to this would be to resolve all assessed valucs to true values based 
upon the percentage in use in the locality. The use of a co-insurance clause and 
some sort of penalty under the law should mitigate against flagrant undervaluation. 
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8. Administration of the plan 


The administration of any plan involves three major problems: (a) Method 
of collecting premiums, if any; (6) writing of policies, if any, and (c) adjustment 
of losses. 

In the last war the War Damage Corporation acted primarily as a coordinating 
body and operated through some 546 private insurance companies which acted as 
agents of the WDC. The coverage was offered through brokers, agents, and 
branch offices with approximately 1,450 policy-writing offices. 

The English plan for commodities and personal property operated in the same 
way. The original commodity scheme was effected under an open cover policy 
with Lloyds and the companies. It was said that it was wiitten this way rather 
than directly by the Government because otherwise it would have put many of 
the private companies out of business. The personal-property plans were written 
by means of individual policies which again were issued by private insurance 
companies acting as agents of the board of trade. The building plan on the other 
hand was operated by a War Damage Commission but, as indicated, no policies 
were issued and the principal work of the Commission was concerned with adjust- 
ment of losses. 

Private facilities plan 

From the above it appears that there are two, or possibly three, alternative 
methods for the collection of premiums, the third being a combination of the first 
two. First, the insurence companies could agree to act as agents and issue policies 
on both buildings and contents. Under this plan the property owner would nor- 
mally place his war-damage insurance through the same agent, broker or salesman 
who writes his other insurance. 

If the coverage is to be compulsory it would be necessary that property not 
covered for ordinary hazards be compulsorily covered against war damage with 
the party free to pick his own agent, broker, or company salesman. This plan 
constitutes an equitable means of distributing overhead and labor and would be of 
some advantage to agents in bringing them in contact with persons who are 
otherwise uninsured. 

Buildings could be simply listed on a bordereau with a serial number, address, 
name of owner, the value and the premium. The owner could be given a simple 
receipt bearing the same information. This again could be done whether the plan 
is compulsory or voluntary. 


Government-operated plan 


As contrasted to this, there could be evolved a method of collecting contribu- 
tions through the internal revenue department. Under income-tax regulations 
as they now exist it is practically certain that any person who has any substantial 
amount of property will also submit an income-tax return of some sort. It would 
be an easy matter to include a simple additional form on which the taxpayer 
could list his personal property and his real property with their respective values. 
The insurance rates could be printed opposite each value and the taxpayer would 
compute his premiums directly. There might be objection to listing the property 
values of this type with an income-tax return because of possible inconsistencies. 
It should be pointed out that no policies could be issued under this kind of a plan, 
and, therefore, it might not work well with personal property. 


Combination plan 


Using a combination of the two methods outlined above it might be possible to 
follow the British plan whereby premiums for buildings are collected by the 
inland tax collector with no policies issued and personal property is insured by 
means of policies written through the several insurance offices with premiums 
being paid when policies are issued. 

The primary administration of any plan will probably have to be through a 
Government agency such as the WDC of the last war. All countries which have 
set up plans have found it necessary to establish such an administrative body. 
The size and duties of such an agency will bear a direct relationship to the type of 
operation which is desired. 

No matter what method of premium collection or administration is adopted it 
is almost certain that use will have to be made of the loss-adjusting facilities of the 
private insurance companies and the independent adjusting firms. During the 
last war WDC had contracts with the three major loss-adjusting organizations. 
Arrangements would have to be made for a prompt appraisal of damages 
irrespective of when losses are to be paid. 
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9. Participation by private insurance companies 

The kind and extent of private insurance company participation can be very 
important to the future well-being of these companies. It has been repeatedly 
stressed by the private companies that they are in no position to write this 
coverage on their own responsibility. A few companies have written limited 
amounts but it is interesting to note that Lloyds is not accepting the business, at 
least not in any substantial amount. 

In Germany and France there is no insurance company participation as no 
policies are issued or premiums collected. 

In England, marine war-risk insurance is written by the Government with the 
companies reported to be participating up to 20 percent. The commodities 
scheme is written by the companies under an open cover with the Government 
reinsuring the entire scheme. ‘The business and private chattels schemes are 
entirely run by the Government with the companies interested only as policy 
writers and collectors of premiums. 

In this country the War Damage Corporation of World War II was a Govern- 
ment-operated plan but the private insurance companies had a participating 
interest of 10 percent of the ultimate profits or losses up to a maximum of $20,- 
000,000 total for all companies participating. 


10. Miscellaneous considerations 


The above is not intended as an exhaustive review of the entire problem but 
rather a setting forth of the principal points which must be considered. Other 
problems which must also be considered are listed briefly below: 

(1) Adjustment of the interests of mortgages and mortgagors, and lessees 
and lessors. 

(2) Differences in compensation for occupied and unoccupied territory. 

(3) Priority of reconstruction. 

(4) Time at which value and amount of loss are to be established, with 
adjustment for inflated or deflated values. 

(5) Time and method of payment. 

(6) Special cases of hardship. 

(7) Free coverage up to a certain amount. This was considered by the 
WDC but dropped. British dropped it on buildings but retained it on 
private chattels coverage.) 

V. Personal injuries to civilians 

This is a relatively new problem emanating as a direct result of modern warfare. 
This problem affects life insurance, accident and health insurance, and workmen’s 
compensation insurance primarily. To keep this report within limits only brief 
references will be made to life insurance and accident and health insurance as the 
risk of catastrophic war claims is least in these two fields. 

With respect to workmen’s compensation insurance it appears to be the con- 
sensus that injuries or deaths, whether in war plants or otherwise, which are caused 
by acts of war are covered. This offers a definite castastrophe possibility for the 
company writing the workmen’s compensation policy on a single plant. The 
same situation likewise obtains for a group accident and health or group life- 
insurance policy. 

The British recognized early in the war that some protection was necessary 
and they enacted the Personal Injuries Act of 1939. Under this act the Minister 
of Pensions set up a plan for providing medical treatment for all gainfully employed 
civilians and other classes to be specified who might suffer war injuries, and for 
injury allowances and disablement benefits as well as payments to dependents 
during disablement or in case of death. The entire cost of this plan was borne 
by the national treasury. 

The act also relieved the employer from liability to make payments under work- 
men’s compensation or employer’s liability act. 

The German Personal Injuries Act was passed in September 1939, and pro- 
vided compensation to civilians for injuries incurred in consequence of attack on 

teich territory and included provision for care and maintenance and pensions, 
ete. It also provided for reimbursing insurance companies for any losses which 
they might sustain as a result of war risks. 

In the United States, no provision was made to reimburse insurance companies 
for workmen’s compensation claims incurred as a war risk within continental 
United States. There was a special statutory provision in the Defense Base 
Compensation Act which provided for compensation for civilian employees of 
contractors engaged in defense base work outside the United States. In Decem- 
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ber 1942, Congress enacted a further provision with respect to such bases which 
stated, inter alia, that the companies would be reimbursed for workmen’s com- 
pensation losses for injury or death arising from the war risk hazard. ‘There was 
no general act covering injuries to civilians within the United States. 

Any proposal to abrogate the workmen’s compensation coverage similar to that 
followed by the British would run into considerable legal difficulty in this country. 
Under the laws in most States there are no exceptions permitted to the coverage 
under the workmen’s compensation policy. It would be a practical impossi- 
bility to amend these laws to provide war-risk exclusion. This then raises a 
question of whether the Federal Government could, by law, abrogate the State 
laws. Under the reasoning developed in section IV, subsection 7, pages 18 and 
19, it is conceivable that such action could be constitutional. As to whether 
it is desirable or not is a separate question. 

As an alternative, the Government could agree to reinsure all war-risk losses. 
This has several features to recommend it. 

This still leaves the question of what is to be done for civilians who are not 
gainfully employed or who are injured at a time or place when not under the 
workmen’s compensation law. The mere fact that a breadwinner is injured off 
the job does not mitigate against his need to provide for himself and his family. 

Similarly, the hospital and medical costs of a person are just as much whether 
injured as an employee or as a housewife. To a certain extent this would already 
be taken care of by accident and health and hospitalization insurance. 

That raises the companion problem of Government reinsurance or reimburse- 
ment for insurance companies of this type. Ordinarily these companies would 
not have the concentration of liability met under a workmen’s compensation 
policy, even in cases where a group accident and health insurance policy was in 
effect, because while the employees are all gathered in one place they would be 
covered under the workmen’s compensation policy and only until they had 
dispersed to their individual homes would the accident and health policy come 
into play. 


VI. Problem with respect to economic injury 


It has been said that the economic consequences stemming from an inability to 
convert to war production or to rebuild damaged facilities such as in the case of 
retailers, service establishments, ete., are as much a part of the war cost as any 
other injury. 

Winston Churchill stated the problem when he said, ‘‘Damage by enemy action 
stands on a different footing from any other kind of loss or damage because the 
nation undertakes the task of defending the lives and property of its subjects 
and taxpayers against assaults from outside. Unless public opinion and the 
judgment of the House were prepared to separate damage resulting from the 
fire of the enemy from all those other forms of war loss, and unless the House was 
prepared to draw the distinction very sharply between war damage by bomb 
and shell and the other forms of loss which are incurred, we could not attempt to 
deal with this matter; otherwise we would be opening up a field to which there 
are no limits.” 

It is believed that the problem and the answer are succinctly stated in that 
quotation. 

Based on the foregoing analysis of the problem, the board of directors, acting 
under its emergency powers, has adopted the following declaration of policy: 

1. Congress should enact enabling legislation for the creation, within some 
existing government agency, of a War Damage Corporation to provide insurance 
against war losses. 

2. The Government agency should use the existing facilities of Government 
and private business as was done by the War Damage Corporation during World 
War II. The insurance plan should be on a voluntary basis. 


INSURANCE COMMITTEE, CHAMBER OF COMMERCE OF THE UNITED STATES, 1950-51 


Frank H. Thomas (chairman), president, Fire Association of Philadelphia, 
Philadelphia, Pa. 

John A. Buxton, president, Mutual Implement & Hardware Insurance Co. 
Owatonna, Minn. 

Fred L. Conklin, president, Provident Life Insurance Co., Bismarck, N. Dak. 

John A. Diemand, president, Insurance Co., of North America, Philadelphia, Pa. 

Hovey T. Freeman, president, Manufacturers Mutual Fire Insurance Co., 
Providence, R. I. 


’ 





REN Staci NOOR. 








Walter 
‘halres 
Mass 
Carl N. 
Lendon 
Ill. 
J. Harr 
Lauren: 
M. Albi 
Pa. 
Coa 3 
York 
Joseph 
Balti 
W. Ros 
John A 
Ralph ¢ 
Frank 
Frank | 
Ala. 
Chase 
lil. 
Harold 
New: 
J; mas 3 
Wise 
John L 
BK: ds 
Com) 


Secti 
pensati 
destrue 


in cons 
under t 
on the 
(2) ¢ 
prevent 
(3) % 
origina’ 
shippin 
(4) ] 
conse qi 
with th 
(5) ] 
point o 
Secti 


allowec 


The 
thi 
ur 
bo 
shi 


ta 
at’ 


18 


4 
@ 





ich 
Tnl- 
was 


tate 
and 
ther 


ses. 


not 
the 
| off 
y. 

ther 
ady 


irse- 
ould 
tion 
is in 
d be 
had 
ome 


Vv to 
se of 


any 


‘tion 
» the 
jects 

the 
| the 
‘was 
yomb 
pt to 
chere 


that 
cting 


some 
rance 


ment 


Vorld 


i 





or Seis 


Ain ea eB ci i NU Nis NS AAR SA RN AAT RAN TENE NICE. Sa 





WAR DAMAGE CORPORATION ACT OF 1951 S] 


Walter Hays, president, American Fire & Casualty Co., Orlando, Fla 


‘halres E. Hodges, president, American Mutual Liability Insurance Co., Bostor 
Mass. 

Carl N. Jacobs, president, Hardware Mutual Casualty Co., Stevens Point, Wis. 

Lendon A. Knight, general attorney, Royal Neighbors of America, Rock Island, 
Ill. 

J. Harry LaBrum, Conlen, LaBrum & Beechwood, Philadelphia, Pa 

Laurence F. Lee, president, Peninsular Life Insurance Co., Jacksonville, Fla. 

M. Albert Linton, president, Provident Mutual Life Insurance Co., Philadelphia, 
Pa. 

C, A. Loughin, vice president-general counsel, the Home Insurance Co., New 
York City. 

Joseph F. Matthai, executive vice president, U. 8. Fidelity & Guaranty C 


Baltimore, Mad. 
W. Ross McCain, president, Aetna Insurance Co., Hartford, Con 
John A. North, executive vice president, Phoenix Insurance Co., Hartford, Cont 
talph C. Price, Greensboro, N. C. 
Frank A. Roberts, vice president, Glens Falls Insuranee Co., Glens Falls, N. Y. 
Frank P. Samford, president, Liberty National Life Insurance Co., Birmingham, 
Ala. 


Chase M. Smith, Secretary, National Retailers Mutual Insurance Co., Chicago 
Ill. 

Harold M. Stewart, executive vice president, Prudential Insurance Co. of America 
Newark, N. J. 

J. M. Sweitzer, general counsel, Employers Mutual Liability Insuranee Co. of 


Wisconsin, Wausau, Wis. 
John L. Train, president, Ufiea Mutual Insuranee Co., Utica, N. Y. 
A. L. Kirkpatrick (secretary), manager, insurance department, Chaml 
Commerce of the United States, Washington, D. C 





APPENDIX A 
GERMAN Wark Damace Laws—-WarR DAMAGE DECREI 
(November 10, 1940 
TITLE I-——COMPENSATION CRITERIA 


Section 1: Compensation for property damage. 1) The state shall pav com- 
pensation for damage to movable and immovable property caused by damage 
destruction, or other loss, in consequence of an attack on the Reich 


in consequence of other causes resulting from the activities of the 


territory or 


armed forces 


under the criteria set forth in section 2. The terms of compensation shall depend 
on the economic need and existing possibility. 
(2) Compensation to be paid for reasonable expenditures made to decrease or 


prevent impending war damage. 

(3) Shall also pay compensation for property damage to German shipping 
originating outside the Reich, including damage sustained by coastal or inland 
shipping, all goods on board including cargo, and all tvpes of floating apparatus. 

(4) Reasonable compensation may he granted for “‘loss of use’’ including 
consequential damages to shipping. (Several orders were issued in connectio1 
with this section.) 

5) Reich Minister may cover additional damages and may limit coverage 
point of time and to special transactions. 

Section 2: Definition of causes of war damages. 1) Compensation will be 
allowed only when caused by 

a) Acts of war, more particularly by means of weapons or other instru- 
ments of war, or by militarv measures directly concerned with war, including 
the seizure of property by Germans, allied, or hostile forces. (Military meas- 
ures include only such measures as are taken near the front and during 
bombing raids, not including preventive measures, such as black-outs, air-raid 
shelters, ete.) 

(b) Damage, destruction, theft, plundering, or other loss of propert 
tained in territory occupied by hostile forces or attacked or threatened 
attack, as well as immediately after an attack, unless the cause of damag 
is not connected with an act of war. 


in 
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(c) Removal, evacuation, or forced transfer of the population or removal 
of their property from territory occupied or directly threatened by hostile 
forces. 

(d) Unavoidable flight because of immediate damage to life or limb. 
(e) Scuttling of ships by crew to escape capture by enemy. 
(f) Deprivation of use of ships by enemy action. 

(2) All damages which are a direct consequence of the events enumerated in 
(1) or are unavoidably caused by them shall be considered compensable. 

Section 3: Outlines the persons entitled to compensation and the rights of third 
persons. 

Section 4: Maximum compensation for property damage.—(1) Reasonable 
compensation for damages shall take into consideration the cost of replacement 
or repair, or the cost of such measures, at the time of appraisal. Such costs may 
be decreased by a reasonable amount when the damaged property had a smaller 
value to the injured person than the appraised cost of the new or repaired property. 

(2) Where buildings have been destroyed the cost of restoration is the same 
as the cost of rebuilding, i. e. the cost of erecting a building which will have the 
same value as that destroyed, or the cost of such erection at time of appraisal. 
Such restoration cost shall include additional cost for erection of new building 
or new site or for improvements required by municipal ordinance—provided 
that the value of the building to the injured person is not increased by such 
expenditure. 

(3) Where substantial parts of the buildings are left their value must be con- 
sidered in computation of damages. 

(4) Where property is damaged the amount of compensation shall be the 
reasonable cost of restoration. If depreciation results, even though adequate 
restoration, it shall be taken into account. Where restoration is impossible, the 
depreciation shall be determined and compensation given. Where damage is so 
extensive that restoration is impractical, it shall be considered a total loss. 

When bills of exchange or checks are lost compensation will be allowed only 
when party cannot obtain satisfaction because of the loss. Compensation for 
securities is allowed only when person is unable to obtain compensation ‘‘by 
making public announcement of his loss.” 

Section 8: Types of compensation.—(1) Compensation shall be allowed in 
money or in kind. 

(2) Money compensation will be granted only on petition in court; compensa- 
tion in kind may be granted administratively. 

Section 9: (1) Money compensation shall be allowed 

(a) When person wishes to apply it to repairing damaged property or 
obtain a substitute for destroyed property. 

(b) Where person wishes to apply it to the construction of an enterprise 
or other gainful enterprise in the public interest. 

(c) Where person wishes to pay off mortgages. 

d) Where necessary to defray living expenses to avert bankruptcy. 

(2) Pecuniary compensation shall be allowed for expenditures under section 1 
(2) and as compensation for the reduced value under section 4 (2), paragraph b, 
irrespective of (1) above. 

(3) Where necessary a guaranty shall be given that compensation will be 
used only for purposes in (1). 

(4) When appraised damages does not exceed 1,000 reichsmarks pecuniary 
compensation shall be given in any case. 

Section 10: Compensation in kind.—(1) War Damage Appraisal Authority may 
order compensation in kind. This may be done even where petition has been 
filed for pecuniary compensation. 

(2) Compensation in kind implies repair in case of damage to property and 
procurement of substitute in case of destruction or loss. 


TITLE II--PROCEDURES 


Section 12: Contents and form of application.—(1) Application for compen- 
sation is to be filed with mayor of commune where damage occurred. It may 
also be filed directly with the War Damage Appraisal Authority. Shipping 
claims must be filed with WDAA. 

(2) Statement of claim must contain all facts. 

Section 16: Sets up WDAA with authority to promulgate rules for payment of 
claims, ete. 
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Section 26: In urgent cases the WDAA may order advance payment up to 
1,000 reichsmarks and with consent of representative of the Reich up to 10,000 
reichsmarks. 

(Several regulations were issued in connection with the law. One very detailed 
regulation covers loss of securities.) 

From information available it appears that this plan worked out very well 
during the early part of the war. Claims were paid promptly after filed. It is 
thought that this was more or less of a morale and propaganda measure due to 
the fact that the people had earlier been promised that no bombs would be allowed 
to drop in Reich territory. After the heavy bombing got under way, it was im- 
possible to keep up with the claims and to pay them. From at least 1945 no 
claims have been paid although the claims are still being registered. The economic 
condition of Germany makes it improbable that these claims will be paid in the 
near future. 


Rt ey en sn aC SIE 





DECREE GRANTING COMPENSATION OF PERSONAL INJURIES 
(September 1, 1939; revised November 10, 1940 
TITLE I—CARE AND MAINTENANCE 


Section 1: (1) German nationals who suffer injury to life and limb in con- 
sequence of attack on Reich territory or special activities of the armed forces shall 
receive maintenance. 

(2) Includes members of armed forces. 

(3) Includes Reich labor force. 

(4) May grant to non-Germans. 

i (5) Minister of Interior may limit application to specific localities and specific 
» time. 
Section 2: (1) Injuries covered include those caused by- 

(a) By action in battle or by military measures directly connected with 
such activities by German, allied, or hostile forces, particularly injuries 
caused by weapons or other instruments of war. 

(b) Measures taken by Germans as an immediate consequence of battle 
action or in preparation therefor or in expectation of immediately impending 
enemy action. 

(c) Such measures or actions by hostile authorities, organizations, or 
individuals which are directed against the Reich or the individual. 

(d) Caused by unavoidable flight from hostile measures because of im- 
immediate danger to life and limb, including injuries caused directly by the 
special circumstances of the flight. 

(2) A general black-out shall not be included among the measures in (1) (b). 

(3) Covers injuries suffered by sabotage. 

(4) Bodily injury suffered in connection with attack on Germany shall be 
considered personal damage when incurred at request of authorities. 

(5) When injury is aggravated by causes under (1), (3), and (4), the aggravation 
is a pret injury. 

(6) Does not cover willful or self-inflicted injury. 

Section 3: (1) Must make application. 

(2) Must apply within 2 years after occurrence of injury. 

(3) Payment is in accordance with applicable sections of the WFVG. (This 
apparently is the workmen’s compensation law.) 

Section 4: The annuity for unemployables shall be 20 percent of the annuity 
under WFVG. 

Section 5: Survivor gets survivors’ care plus burial fees. 

Section 6: Widowers pensions. 

Section 7: Orphan pensions. 

Section 10: (1) Claims against the Reich shall be based only on this decree. 

(2) Where there may be a claim against third persons the Reich becomes 
subrogated upon payment of compensation. 

(3) Where casualty company has made payments for personal injury incurred 
under section (2) (1), it shall be reimbursed for such payments to the amount 
fixed for compensation under the law. 

Section 12: Sets up Care and Maintenance Board to determine claims. 

Section 17: Set up Welfare Board who makes determination as to whether it is 
& personal injury or not. 
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APPENDIX B 


FRENCH War DamaAcr Acts 
April 1919 


The law of April 17, 1919, covered war damages sustained during the war of 
1914-18. Apparently made money payments for injury with no rebuilding re- 
quirements, etc. This permitted speculation in damaged property which caused 
considerable dissatisfaction. 

1935-40 


Certain unrelated acts were passed dealing with such diverse subjects as re- 
lieving common carriers from liability for goods lost in transportation, ete. 


1940—Law of October 11, 1940 


Titte I—PurposeE or tHE LAw 


Article 1: The reconstruction of habitable real property partially or totally 
destroyed by acts of war is assured with the financial assistance and under the 
control of the state. 

The operation of this law is also extended to the reconstruction of industrial 
and commercial property where designed principally for habitation as well as 
agricultural buildings and buildings of private charitable institutions. 

The operation of the law is also extended to cover personal property and 
household furniture necessary to reestablish the home as well as property and tools 
of professional people, not included within industrial, commercial, or trade 
premises, so long as the property is destroyed at the same time the containing 
building is destroyed, or provided that it disappeared in course of transportation 
for which the carrier has been relieved of liability by law. 


rITvLE Il COMMISSION FOR RECONSTRUCTION 


\rticle 2: Establishes a commission to set up a plan of reconstruction and policy 
for the same. This committee is to resolve all questions relative to application 
of the law. 

Article 3: Provides for a committee of certain officials to assist the commission, 

Article 4: Provides for hiring professional help, ete. 


TITLE III FINANCIAL ASSISTANCE OF THE STATE 


Article 5: The state will participate in the expense of reconstruction on the 
basis of the normal cost of reconstructing the real property at the same location 
and equivalent to the property destroyed. 

Article 6: The assistance of the state is fixed at 80 percent of the normal cost of 
reconstruction. This may be increased to 90 percent under certain conditions 
for real property which on July 12, 1941, had a normal cost of reconstruction less 
than 300,000 franes. 

This article also provides for certain abatements for age and condition. 

Article 7: When property is reconstructed with materials superior to that used 
in the original construction the participation of the state is limited to the normal 
cost to reconstruct to condition equivalent to that destroyed. 

Article 8: When work is done on property partially destroyed the participation 
of the state is calculated upon the proportion which the damaged part bears to the 
total value. 

Article 9: Provides for payments to descendents, ete. 

Article 10: The state may acquire at a price fixed by law any land or building 
where purchase is necessary to carry out the purposes of the act: 

(a) Where real property is destroved and reconstruction on the same site 
the state will pay an indemnity based on the cost of the property less de- 
preciation calculated as of September 1, 1939. 

(b) Where buildings are not reconstructed on their former site the state may 
acquire title at a price equal to value calculated as of September 1, 1939. 

Article 11: Provides for cases where buildings are expropriated. 

Article 12: Provides that no creditor can participate in indemnity paid by the 
state unless his claim arises out of work or material furnished pursuant to re- 
construction. 

Article 13: Within a time fixed by the commission the injured person must 
submit an estimate of damages to the regional committee on a form to be pre- 
scribed by them. 
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Article 17: The commission is to fix the dates for which indemnity will be paid 
as well as priority of reconstruction by region, town, etc. 

Article 19: In those cases where the buildings may be reconstructed on its 
original site the commission may permit slight deviation from the original plan. 

Article 20: If the commission decides against reconstruction of the buildings 
on its original site they may pay the owner the appraised value 

Article 21: If owner is dissatisfied with amount granted under article 20, he 
can appeal to a special commission. 

Article 22: The commission may, in exceptional cases, authorize reconstruction 
on other than original site. If this is further than 20 kilometers from the original 
site the participation of the state is reduced to 30 percent. 

Article 25: An advance of not to exceed one-tenth of the amount of reparation 
may be paid when work commences. 

Article 30: The reparations payable for loss of personal property and household 
goods shall be determined by the situation of the family as of the date of loss. 

Article 31: The allocation under article 30 is fixed at 15,000 franes for a legal 
household. 

Article 32: For an unmarried person or one not living with his spouse the allo 
cation is fixed at 10,000 frances subject to provisions for children under article 34. 

Article 34: The allocations under articles 31 and 32 are increased by 5,000 
franes for each child and 2,000 frances for each other person living in the home. 

Article 35: The allocation for reparations not under article 31 or 32 is fixed at 
5,000 franes, which may be augmented by 2,000 franes for each person in the house. 

Article 36: Notwithstanding the provisions of articles 31—35, if the injured per- 
son, at the time of injury to his personal effects or household goods, had a fire 
insurance policy on this property, the participation of the State shall be based 
upon the basis of the amount of insurance. 

The sole condition is that the maximum amount shall not exceed 100,000 
franes after excluding from the policy coverage provisions for precious stones, 
objects of art, ete. 

Article 37: Whenever an injured person avails himself of the preceding article 
the participation of the State is fixed for a legal household, at 50 percent of the 
insured value. 

If person is not married this is reduced to 40 percent. 

Article 45: Persons who do not reconstruct at all are entitled to an “indemnity 
of eviction”? equal to 30 percent of the value of the property. 

19 | o Law of Octobe r 23. 19 f 2 

This law was patterned after the law of 1940 but it dealt with the reconstruction 
of industrial, commercial, and trading establishments. 

Under this law the participation of the State was limited to 70 percent of the 
normal cost of reconstruction as of September 1, 1939. 

It also provided for the payment by the State for minimum amounts stocks 
necessary to fulfill contracts and get back into productior Payments were 
limited to 70 percent and minimum amounts were defined. 

It provided that where such enterprises were not rebuilt the owner was entitled 
to an indemnity of eviction equal to 30 percent. 


1945—Ordinance 45-609, April 10, 1945 

This act provided for the immediate reconstruction of facilities which were 
urgently needed. It also provided for constructing temporary housing and 
doing of work preliminary to reconstruction. 


, 


Ordinance 45-2060, September 8, 1945 


This law extended the application of the 1940 law to personal property carried 
off by the enemy and property destroyed at a time other than when the containing 
building was destroyed. It limited payment when person has been otherwise 


reimbursed or where his goods have been recovered. 


Ordinance 45-2061, Se pte mber 8, 1945 


? 


This law amended the law of 1940 in several respects. Article 6 is amended to 


provide for participation of 90 percent where value of property is less than 800,000 
frances rather than 300,000. Article 13 was amended to require acknowledgment 
of the claim and article 22 to permit reconstruction at a different site under certair 
circumstances. Article 28 was modified to permit an advance payment in an 


amount to be fixed by the Commissioner. 
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Law of October 28, 1945 
This modified ordinance 45-610 relative to the reconstruction of industrial, 
commercial and trade enterprise in some minor respects. 
1946 
In 1946 the present French War Damage Act was passed. It really was a 
recodification of the previous laws commencing with the law of October 11, 1940. 


French War Damage Act (act of October 28, 1946) 
(Act became effective January 1, 1947) 


TITLE I—GENERAL PRINCIPLES 


Article 1: The republic proclaims the equality and solidarity of the whole 
French people with respect to the costs of war. 

Article 2: This right to reparations shall be available for all certain, material 
and direct damages caused to movable or immovable property by acts of war in 
all French departments and overseas dependencies. 

Article 3: The amount of damages suffered by an injured person is to be caleu- 
lated as soon as possible according to the provisions of the present law. 

Article 4: Such reparations are to be integrated within the framework of the 
various plans of reconstruction with respect to order of priority, etc. 

The plan established by the ministers shall fix the conditions under which the 
indemnity shall be financed. 

It shall determine particularly a time and manner of payment: (I) Of that 
part of family personal property exceeding 200,000 francs plus 20 percent for each 
dependent and 15 percent for each additional person in the household. (II) That 
part exceeding 2,000,000 francs for other than damage to personal property covered 
under article 21 below. 

This plan approved by a law included in the general plan of reconstruction is 
to be accomplished with the financial help of the state. In applying the plan of 
financing not over 70 percent of the amount in excess of 2,000,000 francs may be 
recovered as a war indemnity. 


TITLE II—THE RIGHT TO REPARATION 


Article 6: Damages which are entitled to compensation: (a) Damages resultin 
enemy occupation, annexation of territory by the enemy, including destruction, 
deterioration, dispossession, prizes of war, requisitions not paid for or partially 
paid for, damages caused in dwellings or other occupied buildings whether by the 
enemy or organizations fighting with the enemy or by their order. 

(b) Damages caused by mine clearing and shell clearing and by the accomplish- 
ment of work preliminary to the reconstruction of property by the state. 

(c) Damages caused from the date of mobilization, or of the opening of hostili- 
ties, by explosion, burning, artillery fire, explosion of inflammable, toxic, or cor- 
rosive substances whether (1) abandoned, (2) in storage by the state or Allied 
armies, (3) in the course of transportation. 

(d) Damages suffered by French ships in their moorings, riggings, fishing 
equipment, or on board French ships whatever the damage, subject to contracts 
that otherwise indemnify them (presumably insurance contracts). 

(e) The damage to ships and shipping, vessels lost at sea or damaged by mines 
or recognized war wreckage, even if the accident takes place after the legal date 
of the cessation of hostilities. 

Article 7: Acts which are presumed to be acts of war unless proved to the con- 
trary. 

(a) Damage resulting from loss in transportation. 

(6) Damages caused to persons expulsed by the enemy or evacuated by order 
of military authorities. 

(c) Pillage and removal of property during operations of war, regardless of who 
took them. 

Article 8: Damages which have been previously reimbursed in some manner are 
not further reimbursable under this law. 

Article 9: The law covers— 

(1) Real estate and dwellings and their outbuildings. 
(2) Movable property of common or family use. 
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(3) Corporeal personal property. 

(a) Used for agricultural, industrial, commercial, or mechanical use or used 
in other professions. 

(b) Used for religious, social, or cultural purposes. 

(c) Used for public purposes. 

Article 10: Defines persons eligible to benefits. 

Article 11: Subject to international treaties all persons not provided for in the 
preceding article are excluded from the benefits of this law except those that give 

ision applies to 

(a) Property of corporation or associations, even though resident in France 
when (1) half or more of the managers, directors, et were of foreign nationality 
on September 1, 1939, or on the date of the loss and had not renewed their citizen- 
ship by those dates; (2) half or more of the capital is foreign. 

(b) To the undivided part of the property under joint ownership (1) for property 
owned jointly by husband and wife one of whom is a foreigner, indemnity will be 
paid equal to half of that which would be paid if both spouses were French; 

2) property in joint possession of French and foreigner indemnity shall be in pro- 
portion to the French interest. 





Article 12: Natural persons and companies excluded from benefits under the 
previous article can, nevertheless, obtain loans for reconstruction in emergency 
cases. These are to be repaid in accordance with conditions set forth by decree 
and are guaranteed by the special lien provided in article 45 below 


TITLE Ill THE INDEMNITY 


Section I[— Method of calculating 


A, General provisions 


Article 15: The right of indemnity is available only to injured pe ns who 
reconstruct their property completely. 

The indemnity is equal to the total cost of reconstruction as estimated at the 
time of destruction, deduction being made for age and bad « litio Such de- 
ductions shall not exceed 20 percent 

Where the property has been improved by a tenant the owner may recover 
mly the amount it was worth at time tenant took possessio1 

The amount of the abatement (deductions) provided for abov: av be covered 
by a loan under the provisions of article 44 below 

Indemnity will be paid following the order of priority iblished for the 
property according to article 4 above. 

It cannot in any case exceed the expenses actually incurred 

Article 16: The indemnity shall not cover household goods or other property 
which constitute purely luxuries. 

Article 17: There shall be deducted from the indemnity any amounts received 
such as other payments by the State, reimbursement from enemy or allied authori- 
ties, or from insurance contracts. 

Article 18: State gets right of subrogation when it pays the indemnity 


Article 19: If the injured person declares a renunciation to rebuild he has @ 
right to an ‘‘indemnity of eviction,” equal to 30 percent of the indemnity of recon- 
struction as of the date of renunciation. 

The owner of a dwelling may receive 50 percent of the indemnity in a yearly 
annuity if the total amount does not exceed 2,000,000 frances 

B. Modifying provisions applying to certain classes of prope / 

Article 20: Describes What constitutes the cost of reconstructi 

Article 21: The indemnity for family personal property is the cost of replace- 
ment taking into consideration its present value. 

Article 22: Outlines the method of calculating indemnity for agricultural 
machinery. 

Article 23: Damage to forests, fields, ete., gives right to total indemnity 
including cost of putting fields in conditions, etc. 

Article 24: Includes indemnity for loss of productivity of land 

Article 25: Sets up standards of indemnity for machinery and stocks of mer- 
chandise. 

Article 27: Provides for no abatement for age under certain conditions 
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Section II—Appropriation of indemnity 

(Article 31: The injured person must reconstruct the property to conform with 
all applicable laws and ordinances. In accordance with the provision he may— 

(1) Limit his expenses to the sum total of the indemnity of reconstruction: 
to do this he can reduce the dimensions of the reconstructed building if authorized 
to do so to the extent that it does not cause damage to the social and economic 
interests of the Nation. 

(2) If any authorization of the minister of reconstruction he can apply his 
indemnity (a) to reconstruct his property in another location; (6) to rearrange his 
property; (c) to the arrangement of other property belonging to him; (d) to new 
construction involving a different use of the damaged property. 

The article then goes on to set up method for getting authorization to make 
above changes. 


riTLE IV THE DEMAND FOR INDEMNITY 


Article 36: There shall be no right to indemnity where the damage to real 
property does not exceed 3,000 francs and to personal property does not exceed 
1,000 franes. 


TITLE \V PAYMENT OF INDEMNITY AND RIGHT TO LOANS 


Article 41: Under the provisions for indemnifying losses to family personal 
property provided in article 21 above and upon verification of his record the 
injured party can receive one-half of the amount which can be the object of an 
outright indemnity under article 4 above; the other half to be paid later upon a 
showing that the first amount has been properly used. 

Article 42: For damages other than to family personal property, there can be 
a tentative payment of indemnity prior to final evaluation and settlement. 

Advance payments are made upon brief verification. They may be granted 
in an amount up to one-fourth of the total indemnity to a person who begins to 
reconstruct his property. Similar payments may be made during the course of 
reconstruction. 

The full amount of the indemnity cannot be paid until after an examination 
of the completed job and a verification of the expenses incurred. 

When in addition to the indemnity there is added a loan or other financial 
assistance for the purpose of improving the property the payment of the loan 
and the payment of indemnity are effected at the same time. 

Article 43: The indemnity paid under this law may be seized only by creditors 
whose claims originate in the operations of reconstruction. 

Article 44: Financial establishments are empowered by the State to grant loans 
designed to cover that part of the cost of reconstruction, other than provided under 
article 21, which still remains according to article 15 above, and whose payment 
can be deferred under paragraph 3 of article 4, above. 

Article 45: The principal amount and the interest on such loans are guaranteed 
by a special lien on real property which is effected by a written instrument in the 
mortgage bureau. 

Article 49: The district war damage commission is to be composed of three 
persons whose positions or offices are set forth. 

Article 50: The department (State) war damage commission is also to be com- 
posed of three persons, whose positions or offices are set forth. 

Article 52: The State and district commissions are to establish the value of 
property as of the time of the injury. 
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French war damage experience Statistics and finane 
{ I ; 





t/ es, Fre h Miniat of 
Finance Supple mental statistics Nos. 1 and 2. ) 
[Computed on basis of 350 francs per dollar] 
4 | 
I. Indemnities and advance payments to injured p ns 

: 1. Indemnity for reconstruction of personal property ill 

y kinds 1 Vf ‘ g7R Q { 

a 2. Indemnity for reconstruction of family pers lp erty {2 857 \ 857 
3. Indemnity for reconstruction of personal prop rty other t 

those in 1 and 2 373, 428 °1. 857.142 

4. Allocations applied for * 14 {2 Q57 
5. Advances to foreigners ! 3, 28 25, 7 
6. Indemnities of eviction ~ 8 571, 42 

} Total for first section 1, 60¢ M4, 206 

11. Amounts paid out by the State for reconstructi 

1. Work on sewers, water works ~ and el i ‘ 134 69 RR 
2. Purchase or dispossession of lands (eminent don f 4 

3. Work preliminary to reconstruction 4 6, OS ' 

¢ 4. Temporary construction and urgent repairs 4 377, 571, 429 20, 8 12 
5. Construction of dwellings 4 8 { Ws 0K) 
6. Experimental construction of real property by State 8 ) 130 
7. Advance payments to cooperatives for reconstruction of dwell 

ings 4 1 HO 7 0 

a Total for second section R17. ( 18, 885. 711 

3 III. Participation in reconstruction of overseas possessions A. 57 71, 428 

q Grand total s 2 561, 345 

: 

: - i ‘ace si 

5 1! Law of Oct. 28, 1946. 

4 2? Law of Aug. 30, 1947. 

v § $75,714,286 of which is to be paid in title deeds (indemnities payable hal 

sl Ordinance of Sept. 8, 1945. 

q Law of Oct. 11, 1940 et al 

a ¢ Ordinance of Apr. 10, 1945. 

= 1$201,428,571 of which are frozen by decree of Apr. 22, 1949. 

: § $102,857,142 of which are frozen by decree of Apr. 22, 1949. 

4 

3 Note.—This table brings up to date the table which appears on page 534 of the I t t Fi 

= Situation (1913-46). The following are not shown in this tab A) Indemnit I ve 

= by groups of injured persons ($8,571,428 in 1948; $28,571,430 in 1949). B) Ind : 

§ title deeds beginning in 1949 (valued at $225,000,000 in 1949). 

€ 





APPENDIX C 


British War Damace Laws 
1914-18 
During the First World War there were no Government-sponsored war damage 
schemes other than a marine war-risk-plan. It has been estimated that the total 
property damage to British interests was about 1% billion dollars. It was reported 
that war damage cover on real and personal property was issued by various 


i 


insurance companies, including Lloyds, and that the business was profitable. 
1985 


The Joint War Risk Rating Committee of Company and Lloyds Underwriters 
was established and this committee compiled a rate schedule for marine war-risk 
insurance. 

October 1936 


Both Lloyds and the Companies refused after this date to accept insurance 
against war risk to real or personal property. 


1937 


President of Board of Trade announced that after a careful review of all the 


circumstances the Government was of the opinion that no scheme of insurance 


of property against war risk on land was feasible. If later conditions made it 


necessary, it would be for the government than in power to consider indemnifying 
owners to the extent that it might be possible at that time. 
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January 31, 1939 


The Chancellor of the Exchequer made a statement to Parliament of Govern- 
ment policy as of that time. This was sometimes called the partial compensation 
scheme. The Government would make no firm advance commitments but adopted 
the following principles: 

(1) Accepts the principle that the loss should not and cannot be borne by 
individual property owner either alone or by a system of private insurance. 

(2) Burden must be placed on broadest back and the community as a whole 
should bear the burden of compensation. 

(3) Compensation should be on highest scale compatible with the circumstances 
of the country after and not before the conflict. 

(4) Compensation should be from public funds in accordance with a sliding 
scale which would pay in full up to a certain amount with graded benefits over 
that. ; 

(5) Damage should be recorded and assessed immediately. 


August 4, 1939 
War Risk Insurance Act of 1939 (2 and 3 Geo. 6 ch. 57) 


PART I--INSURANCE OF SHIPS AND CARGO 


Section 1: (1) Board of Trade (Department of Commerce) may enter into agree- 
ments with any persons (a) for reinsurance of war-risk insurance on vessels; 
(b) for reinsurance of war-risk insurance on cargo. . 

(2) Copy of such agreement to be filed with Parliament and if not disapproved 
within 14 days, deemed approved. 

(3) Outlines what ‘“‘ship’”’ includes. 

(4) Goes into effect on February 20, 1939. (Makes it retroactive.) 

Section 2: Board of Trade may itself carry on the business (a) of insuring 
British ships against war risk when reasonable and adequate facilities are not 
available; (6) of insuring British and foreign ships for all other types of marine 
insurance; (c) of insuring cargo against war risk when reasonable and adequate 
facilities are not available; (d) of insuring cargo against all other marine risks: 
(e) of insuring (1) goods in transit from ship to destination (at pier, etc. on 
receiving end), (2) goods in transit from originating premises to ship (at pier, etc. 

Section 3: When person has proven loss within provisions of the act the board 
shall pay compensation equal to full value or to the amount of damages. 

Section 4: Provides for liability of reinsurers in case of insolvency of insurers 

Section 5: Provides for exemption of certain organizations from section 357 
of the Companies Act of 1929 (a type of antitrust law). 

Section 6: Defines ‘‘war risk,’’ ‘King’s enemy risks,’’ ete. ‘‘Goods’’ includes 
currency and securities issued to bearer other than bills of exchange and promis- 
sory notes. 

PART II—INSURANCE OF GOODS 


Section 7: (1) Board of Trade may put into effect a commodity-insurance 
scheme whereby they undertake to insure the goods of persons carrying on a 
business as sellers of goods. 

(2) The scheme is to be such (a) that all liability is determined by a policy of 
insurance; (b) premiums to be payable in amount to be prescribed. 

Section 8: (1) Provides for registration under the scheme before war started 
with scheme to go into automatic effect when war starts. 

(2) When and if scheme goes into operation, there is no further registration and 
person metely gets policy and pays premiums. 

Section 9: Board has power to make plan compulsory in time of war. 

Section 10: Prohibits writing of war-risk insurance on goods by private com 
panies as soon as scheme goes into effect. 

Section 11: Outlines types of goods covered. 

Section 13: Provides for employment of agents by board of trade. May 
employ or authorize any person, including Lloyds. 


PART III-—-GENERAL AND SUPPLEMENTARY PROCEDURE 


Section 16: (1) Establishes operating funds—- 
(a) ‘‘War risk (marine) insurance fund’ to be made up of premiums col- 
lected on marine war risks. 
(b) “War risk (commodity) insurance fund’’ to be made up of premium 
collected on commodities. 
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4 

4 (2) If any deficit, will be paid out of National Treasury. If any excess shall 
vern- be paid into the National Treasury. 
ation 4 Section 17: Authorizes issuance of bonds to meet payments if necessary. 
ypted = Under this law the Government war risk insurance office was set up to handle 

3 marine war risk only. The scheme provided for graded rates rather than flat 
e by : rates which had been used in World War I. The Government discouraged com- e 
eee 3 petition from private underwriters and obtained finally all of the war risk hull 
vhole : insurance and the bulk of the cargo insurance. There was still considerable 

. private cargo insurance from persons who did not want Government insurance, 
ances even though the rate was lower, and by neutral shippers. 

; The issuance of policies under the act virtually ceased in 1945 but facilities 
iding have still been provided for British ships to cover risks, particularly from floating 
over mines. The results are indicated in the following table, based on pound value of 

$4.03. It will be seen that this scheme resulted in a fair profit but it must be 
remembered that premiums paid for war damage to ships and cargoes were derived 
principally from the Government. 
War risks (marine) insurance fund (March 1948 
Ships and cargoes: 
NR a $2, 425, 000, 000 
igree- Claims: 
ssels ; Paid, including expenses__.________-_-_- ; _ 1,955, 000, 000 
For unsettled and future claims_ ae 33, 300, 000 
roved Surplus ae ee ee =e 437, 000, 000 
The commodities scheme covered all commodities bought and sold on Govern- 

: ment account. In other words, it dealt with goods for sale but not with machin- 
uring } ery, equipment, ete. It was effected through a huge open cover placed one-half 
= not with Lloyds and one-half with the companies. It was said that the insurance 
estan was placed privately in this manner (with 100 percent reinsurance) as it would 
auate otherwise have put private companies out of business. The original scheme was 
jua 5 ss ; a : : ee ‘ “ie 
faks compulsory for all stocks exceeding £1,000 in value but this was modified in 
an certain respects such as lowering the limit to £200 for foodstuffs. For amounts 
ete. below these limits, facilities for voluntary insurance were provided after 1941 
head under the War Damage Act) and these were widely used. The rates of premium 

varied from time to time from the amount shown below in the original schedule 
urers of fees down to in effect nothing in the concluding days of the war, except for new 
ner policies and additional coverages. 
hn ovo 
eludes Orig nal schedule of fees : 
‘omis- ' i 
Sum— o. 83. 4. 
Not exceeding £10,000 G:.. a 
Over £10,000 but not exceeding £50,000 >. 16. i 
Iranet Over £50,000 but not exceeding £250,000 5 0 oO 
on a Over £250,000 10 0 0 
As a general rule claims were not accepted after the end of 1946. The results 
‘icy of under the commodities scheme based on pound value of $4.03 is shown below. 
tarted War risk insurance fund (March 1948 
Commodities: 
n and Receipts ; S818, 000, 000 
Claims: 
Paid, including expenses £92, 000, 000 
com For unsettled and future claims 1, 000, 000 
Surplus 325. 000, 000 
It should be emphasized that these two plans were established on insuranes 
May principles and payments were made immediately after damages were assessed. 
lhe plans were on a self-supporting basis, and in each case vielded a fair profit 
to the Treasury. 
September 1, 1939 
Landlord and Tenant (War Damage) Act 1939 (2 and 3 Geo. 6, ch. 
as col- This act was passed to permit local authorities to fit or refit for housing purpose 
‘ buildings which had been damaged by the war. 
smium : 
85516—52——-7 
4 
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Essential Buildings and Plant (Repair of War Damage) Act, 1939 (2 and 8 
Geo. 6, ch. 74) 

This act provided for making loans for repair or reconstruction of buildings 
used for purposes essential to the welfare of the civil population when damaged 
by war. Contemplated only loans, which were to be repaid within certain times, 
and were secured by a first charge on the property. 

September 3, 1939 
Personal Injuries (Emergency Provisions) Act 1939 (2 and 3 Geo. 6, ch. 82) 

Section 1: (1) Provides for allowances and pensions in respect of war injuries 
caused to: (a) persons gainfully employed and persons of such other classes as 
may be specified; (c) civil defense volunteers. 

(2) May indemnify by (a) allowances (only while incapacitated from work); 
(b) pensions or grants (where serious injury or death). 

(3) To be paid by National Treasury. 

Section 2: Any scheme is to be laid before the Parliament. If not disapproved 
in 40 days it is deemed approved. 

Section 3: Relieves employer from liability to pay compensation or damages 
under workmen’s compensation or employer’s liability laws, or assumed by 
contract. 

Section 4: Provides for reduction in sickness payments, where there is a sickness 
insurance plan, by the amount of the allowance. 

Section 5: Provides for obtaining information as to earnings. 

Section 6: Provides penalty for false statements. 

Section 7: Prohibits assignment of payments. 


October 1989 


War Damage to Property—Report of conference presided over by the Right 
Honorable Viscount W etr 

A considerable amount of dissatisfaction arose with respect to the Government’s 
attitude on indemnity for real property as expressed in January 31, 1939, state- 
ment. (See above. \s a result a conference was called to restudy the program 
and its report, called the Weir report after the chairman, confirmed the entire 
position of the Government as outlined above, with the exception of item 4. It 
was their opinion that there should be no grading of compensation as they were 
struck by the fact that real property does not belong to any privileged class 
but vast numbers of the community are either directly or indirectly interested in 
the ownership of such property. 

The report adopted the position that any type of insurance scheme was im- 
practicable but they did say that if any such scheme had appealed to them as 
satisfactory the element of compulsion would have been essential. They differ- 
entiated coverage on marine and commodities war risk as being far different in 
that they involved less catastrophe hazard, were of considerably less total value 
and were essential to the carrying on of the war. 


March 26, 1941 
War Damage Act, 1941 (4 and 5 Geo. 6 ch. 12) 
Sufficient unrest was created in the country during the blitz of 1940-41 to 
force the Government to adopt a war damage plan for buildings and personal 
a I 
property. The act of 1941 was reenacted in 1943 and for that reason the analysis 
will be found, following, under ‘‘1943.” 
Part IIT of this act also amended the War Risk Insurance Act, 1939, in certain 
respects of more or less minor significance. 
Auqust 6, 1942 
War Damage (amended) Act, 1942 (5 and 6 Geo. 6 ch. 28) 
Amending the War Damage Act of 1941. 
Varch 25, 1943 
War Damage (amended Act of 1943 (6 and 7? Geo. 6 ch. 12 
Amending the War Damage Act of 1941. 


I 


War Damage Act of 1948 (6 and ? Geo. 6 ch. 


The War Damage Act of 1943 was a consolidating act bringing together the 


War Damage Act of 1941, the amendments of 1942 and 1943 and two statutory 
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rules and orders. It made no difference in the law. Its provisions were retro- 
spective to come into effect on March 26, 1941, the date of the original act. 
Damage must have occured after September 3, 1939 to come under the act. 


PART I GENERAL 


Section 1: (1) Payments are to be made into a fund for reconstructing buildings 
by: (a4) War Damage Commission out of taxes appropriated by Parliament; 
(6) contributions by “‘persons interested in land.” 

(2) Board of trade may, under part II, set up schemes for insuring goods 

Section 2: (1) Under the act ‘“‘war damage’’ means 

(a) ‘‘Damage occuring (whether accidentally or not) as the direct result 


of action taken by the enemy, or action taken in combatting the enemy, or 
in repelling an imagined attack by the enemy.” 
(b) “Damage occuring (whether accidentally or not) as thi et re t 





of measures taken under proper authority to avoid the spreading of, or 
otherwise to mitigate, the consequences of « ach damage : ‘ 
(c) “‘Aececidental damage occuring as the direct result (1) of a 


tionary or preparatory measures involving the doing of work on land and 
taken under proper authority in any way in anticipation of ene 
being in either case, measures involving a substantial degr f 
property.” 
Provided, That the measures mentioned in (c) do not ineluds Blackout” 
restrictions or measures taken for training purposes 
(2) For purposes of payment the W. D. C. may with consent of Treasury 
treat damage incurred under (6) as any physical change whether or not it causes 
depreciation, which is the direct result of measures taken to meet circumstances 


created by danger arising under (a) 
(3) Action against enemy as covered in (@) means: 
(a) In relation to ships or aircraft, continues until ship or aircraft returns 
to base. 
(b) Includes naval, military, or air reconnaissance or patrols 


Section 3: Creates War Damage Commission to make payment in respect to 
war damage to land. Commission has power to make rules and regulations. 
Section 4: Provides for assigning proceedings under act to special judges 


PART I HEREDITAMENTS 


Section 5: Covers hereditaments which are defined as 


(a) Buildings (excluding buildings which are accessory to other lands), 
parts of buildings and sites of such buildings. 
(b) Land other than aforesaid. Buildings are known as leveloped 


hereditaments.” 
Section 6: Payment shall be of following kinds: 
(a) Payment of ‘‘cost of works” to make good the damage; or 
(b) A “value payment” equivalent to depreciation in value of land. 
(2) In addition there is also a ‘“‘temporary works payment” to cover cost of 
temporarily meeting the circumstances. 
Payments are to be on completion of the work but can advance 
hardship cases. 
Section 7: Cases where payment of cost of works and value payments respec- 
tively are to be made. 
(a) In case of developed hereditaments the payment shall be cost of work, 
unless total loss; 
(b) In undeveloped hereditament, shall be value payment unless ‘‘cost of 
work” payment would be less. 
Section 8: Amount of payment of ‘cost of work.” 
a) If restored—amount equal to cost of work. 
(b) In alteration or addition—only amount equal to cost to restore to 
original condition. 
Section 10: Amount of ‘“‘value payment” to be amount of depreciation caused 


uy to £800 in 


by war damage. Values are to be based on March 31, 1939, figu nterest at 
2!6 percent accrues from time of damage to time of payment. 

Section 19: No payments to be made on claims of less than £5. Can cumulate 
where repeated damage. 


31: Commission given power to establish rules and r L, 
Section 32: Commission given power to settle questions arisins r sections 
6, 8, 10, 18, 15. Provisions for appeal to courts in certain ca 


seetion ¢ 
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Section 34: Provides for payment of five annual installments of “contributions’’ 
to commence July 1, 1941. Contributions are to be made by ‘direct contribu- 
tors’’ who have the defined property interest in a ‘‘contributing property.’ Pro- 
visions for partial reimbursement from tenants, ete. 

Section 40: Contributing value of a property is the amount of the net assess- 
ment. Assessments are based on full annual value under the Income Tax Act. 

Section 42: Rate of contribution: The amount of an installment shall be 2 
shillings in every pound of contributing value. Contributions are considered as 
“outgoing” of a capital nature. (Apparently a capital expense for income tax 


Section 43: Lower rate of 6 pence per pound of valuation on (a) farm; (b) open- 
air recreation property; (c) waste lands, game preserves, ete.; (d) airports. 

lso provided rate of 8 pence for educational institutions and free coverage 
for charitable and ecclesiastical institutions. 

Section 44: Contributions to be collected by inland revenue commissioners. 

Section 70: Certain properties are exempt from pavment of contribution. 

Publie utilities. 
(b) Where value of hereditament is made by reference to accounts, re- 
ceipts, profits, ete. 
(Any other group which Parliament may set up. 

Section 71: Highway payments are not made under this general act but it 
provided for direct payments to be made to highway authorities. ‘‘Contribu- 
tions’’ to be made by local authorities in similar proportion to those made by 
private individuals. 

Section 79: Payments by the Commission are to be made out of money appro- 
priated by Parliament. All sums received by the Commission shall be paid into 
the Treasury. 

Section 80: (1) Treasury is to make estimates of receipts and payments. 

2) If receipts fall short of one-half of payments the Treasury may (a) increase 
number of payments; (b) increase rate; (c) do both. Any increase must be ap- 
proved by the House of Commons. 

3) If receipts exceed payments, Parliament to decide what to do. 


PART II GOODS 


Section 83: (1) Board of Trade may operate two schemes. 
Business scheme whereby it insures a person carrying on a business 
ay nst war damage to goods, and 
Private chattels scheme whereby it insures persons (whether carrying 
on business or not) against war damage to goods. 


2) Each scheme shall provide 
1) Policy of insurance to be issued by person acting on behalf of Board. 
b) Premium payments as may be prescribed. 
Board may set up different forms and premiums and may remit or refund all 
or part of premium. Goods includes all corporeal property but not money or 
Securities. 


Section 84: Goods which are insurable (1) under business scheme: 
Goods which are in his possession whetber owned or not and used 
ainly for business; 
bh) Which are not in possession but owned by him in course of business; or 
Goods upon which he holds mortgage in course of business. 
(2) Under private chattels scheme: 
a) Goods owned by him or in his possession. 
h Owned bi member of household or servant. 
Goods which are not insurable: 
a) Ships. 
bh) Goods which ean be insured under War Risk Insurance Act of 1939 
} 


(commodities 


w 


Section 85: Board of Trade may set up regulation on time of payment. 


Secti 86: Insurance under business scheme is compulsory. Must carry full 
insurance to value or be guilty of an offense. 

Section 88: Provides graduated premium for private chattel scheme. 

Section 89: Provides for certain limitations of liability for chattels. Value was 
to be established as of the time the propertv was damaged. 

Section 91: Can refuse application for insurance under private chattel schemes. 

Section 97: No payments to be made on claims of less than £2. 

A considerable amount of information on the British plan has been included in 
the printed report. The following summary may be of value. 
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LAND AND BUILDINGS PLAN 


This was by far the largest of the indemnity plans. It was established on a 
compulsory basis with payment of premiums as outlined above in the law. While 
losses were adjusted or agreed upon at the time of the loss. payment generally wa 
deferred until after the end of the war. ‘‘Cost of work’? payme were made 
commencing with the end of the war and ‘‘value payments’? which were 1 
compensation for total loss, were made commencing about November 10, 1947, 

By the end of February 1949, approximately 3% million clain | bee 
and over 3 million had been agreed upon and settled. Of the total amounts p: 
or payable “cost of work’? payments account for nearly 75 perce 
mately half being paid to private individuals and half to 1 


“Value payments” accounted for less than 25 percent and the ret er went to 
churches, charitable institutions, and public utilities raking 
“eost of works”? payments, homes alone accounted for nearly 75 


total disbursements. Value payments were originally assessed 
March 31, 1939, but were later adjusted upward generally by 45 pe 
60 percent in some cases. 


The results of the plan as of July 1950, based on a pound value of $4.03 fe 


Premiums SQNG NNO. 000 
Losses: 
Paid 2 6297 000. 000 
Pavable F 
Deficit : , 895 HNO 


BUSINESS CHATTELS PLAN 


This was also a compulsory plan It must be distinguished fro com- 
modities” plan of the War Risk Insurance Act of 1939. This latter opera I 
insurance basis and generally dealt with goods forsale. When this plan 1 t 
into effect in 1941, many items not insurable under the other r- 
able, although the plan dealt principally with plant ( 
machinery, equipment, live stock, et« 

The plan was compulsory for all business’ with values i £1,000 
except farming. Insurance could be carried voluntari on ¥V es r f On 
in the private chattels plan. Farmers were required t« ire 
of the rent or twice the amount of the assessment of the fa ! me 


but could voluntarily insure for higher amounts 
al 


The rates were changed from time to time but finally sts 41 
the following: 

l Po ic ies issued before Jat UAT | 1942 QI 1 ey lit 9 \1 re} ‘ 1 
percent of sum insured or 15 shillings, whichever is greater 

2) In all other cases % of 1 percent of sum insured or 7 
whichever is greater. 

The issuance of new policies ceased in 1945 and most clait wii 
of 1946 Payments under the plan were to be deferred l 
war Howeve r. payments etill we re not hy, il o mi! ce 9 of J ’ ) 
that other demands on available plies of mater isn 

Advance payments were mace quite freelv where i the 1 
avoid undue hardship. However riginallv when a pet 
pavment he had to waive all claim to anv inter } 
2l, percent from date of loss to date of pavment 4 ha 
courage people from asking for hardship advance | 
faction. In 1946 it was decided that anv subsequent ad ; 
require a waiver of interest. 

The experience under the scheme as of March 1948 
PRI i ; ; ~ 
Claims: 

Paid, including expenses and interest {8 on 
Agreed not deferred 218, 4 


Not vet agreed , nnn 
Deficit ; : sf GA ms ang 
PRIVATE CHATTELS PLAN 


Inthi +} 


This plan covered furniture, clothing, and other personal « 
currency or securities. The plan was entirely voluntary with fh 


given in the amount of £200 to the head of a family plus an add ul £100 f 
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spouse and £25 for each child. Over that amount a person could carry insurance 
at a rate of 1 percent per annum for the first £2,000 additional with a minimum 
premium of £1; 1% percent for the next £1,000 and 2 percent for the next £7,000 
but for the period. These rates were lowered toward the end of the war. 

Policies were issued up until May 1945 and claims were accepted up to the end 
of 1946. It is estimated that over 20 million people were provided with free 
coverage and nearly 4 million policies were voluntarily taken out for additional 
coverage. 

\s with the other plans payment of claims was to be deferred until after the end 
of the war except where there was urgent need. Interest at 24% percent was 
allowed on the amount due. The figures for this plan up to March 1948 are shown 
below. They include amounts distributed prior to 1941 by way of ‘distress 
grants’? by the National Assistance Board in anticipation of the introduction of 
the statutory plans. 


ee = me $64, 500, 000 
Claims: 
Paid, including expenses and interest___- 477, 500, 000 
\creed but deferred 6, 070, 000 
Not vet as reed 1, 010, 000 
Deficit 420. 080, 000 
Taken all in all, the various plans appear to have worked out very well. The 
“commodities’”’ plan and the hull and cargo plans were self-supporting and the 
others constituted a drain on the Treasury. This had been foreseen from the 


beginning as they could not be conducted on as an actuarial basis. Under these 
three plans (land and buildings, business chattels, and private chattels) the 
Government took in approximately $1.17 billion and paid out approximately 
$3.96 billion or a net loss of $2.79 billion. This would not appear to be an undue 
burden on the economy of the country. 

There was some dissatisfaction with the plans. The most widespread was the 
slowness with which claims were paid. In many cases this was apparently done 
on purpose. Also in the case of buildings it became necessary to investigate claims 
very closely as there was a tendency to include damages, other than war damages 
in the claim 





There was also some dissatisfaction with the provision in both plans that 
compensation was to be paid on the basis of values as of the time the property was 
destroyed \t first blush and based on true insurance practices this would appear 
to be reasonable. However, it overlooks a factor which is normally present when 
ordinary insurance losses are adjusted, namely, that replacements can be made 
n ly and at about the same cost as the damaged article. This provision 


Lining liate 
has led to many absurd results because of the inability to replace and because of 


the steep price increases. Thus, one who lost goods in 1941 gets considerably less 
than one who lost similar goods in 1944. However, the 1941 victim cannot replace 
} t} 


is goods until the same time as the party injured in 1944. Both will probably pay 
the same amount for the replacement but one got considerable more of an in- 
demnity payment than the other one. 


Wear Dan age (Public Utilitie 8 Unde rlakings, etc. A t. 1949 (7 2 and 13 Geo. 
6. ch. 36 
This act repeals section 70 of the 1943 act and establishes contributions and 
payments for public utilities. 





APPENDIX D 
War Damace INDEMNITY IN CANADA 


The Canadian War Risk Insurance Act was passed on August 1, 1942. The 
act was based on seven basic principles: 

(a) The burden of war damage is to be distributed equally across the country 
rather than left to be borne by more exposed areas. This was to be accomplished 
by using level premiums regardless of location. 

(b) Insurance is to be voluntary rather than compulsory. Apart from certain 
minimum coverages no property owner is entitled to compensation unless he has 
made a contribution along with other property owners proportionate to the 
indemnity he will receive. 
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(c) Private dwellings and personal property, farms, churches, schools, and 
public buildings take a rate of 15 cents per $100—with 90 percent coinsurance 
obligatory. 

(d) All other property takes a rate of 25 cents per $100 with 90 percent coinsur- 
ance mandatory. If insured property is used for commercial purposes the premium 
is deductible from income tax as a business expense in an amount not excceding 
40 percent of the premium. 

(e) Free compensation is provided— 

(1) To any occupied house up to $3,000. 

(2) Damage to household chattels up to $800, plus $400 for wife and $100 
for each child. 

(3) For others, not householders, $200. 


(4) No policies necessary for the minimum amount but must get policies 
if additional insurance desired. 
f) Except in hardship cases, payment will be postponed | l after the war. 
(qg) The actual work of issuing policies as well as most of t! C , bool ceep 
be done by the insurance er 
In the actual administration of th —_ there were two or three th ngs of 
First of all, as might be expectec = a larger r proportion of the property ow 
coastal areas took out insurance than in central areas even though premium rates 
are the same. The inland areas complained at first that their rate was 


but this died down. 
It was stressed that the difficulties in zoning the country according 


the enemy might consider as attractive targets would create much national 
satisfaction. The patriotic angle was also emphasized on the basis of a company’s 
stake in the whole of Canada and that it should be the effort of the inland business- 
man to help his brothers on the coast. Nevertheless, a large proportion of the 


inland population did not feel it necessary to obtain insurance 

The second point concerned the so-called all-or-nothing provision in the law. 
This was a unique provision which was designed to prevent adverse selection of 
risks. It was deemed necessary because of the voluntary nature of the plan. 
Briefly this provision required that if aed property of a company — insured 


all of its property must be insured. Thus a company doing a nation-wide business 
but with one location on the coast had to insure all of its prope rty to get covera: 
on the coast location. There were many strenuous objections to this and the 


plan was finally modified in December 1942 to permit property to be divided 
into two classes: (1) Stock in trade, including raw material; (2) buildings and 
equipment, other than stock in trade. 

This followed the analogy of a separate plan which had been set up for the 
insurance of grain. The third point concerned the rate whieh many people claimed 
was too high. In December 1942 a so-called profit-sharing plan was put into 
effect. Originally it had been considered reasonable that as the chance of the 
scheme showing a loss was borne by the general taxpayer, if there was a profit 
the whole sum should go to the general revenue fund. 

It was then claimed that as the — was voluntary the element of a partnership 
should be considered to enter, and after consideration it was decided that any 
S urph is in the fund should be divided 50—50 between the polic vholde rs and the 
revenue fund. The policyholders were to share in proportion to their net con- 
tribution. It should be pointed out that by giving free insurance in certain 
minimum amounts a vast number of small and minimum premium policies were 
eliminated. Thus, any return premiums could be more easily handled 

The net effect, therefore, for the ordinary businessman was that he paid a 25- 
cent rate. After the 40 percent tax rebate, his net rate was 15 cents. If there are 

» losses the fund return might amount to 6 cents, leaving a net cost of 9 cents. 

Under the plan three types of policies were available: 

(1) Ordinary policy, 
(2) Premium adjustment policy for stocks having fluctuating values. 
(3) ‘Lransit policies. 

As of October 1943, ee 29,000 policies had been issued in a face 

amount of $2.2 billion and for $434 million premium. 
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APPENDIX E 
AUSTRALIAN Wark DamaGE Act 
(January 1, 1942) 


In principle the Australian War Damage Compensation Act, embodied in 
Statutory Rules No. 79, is based on the War Damage Act of 1941 of the United 
Kingdom. The Australian act closely follows the British act in its wide definition 
of war damage and in its distinction between real property on one hand and per- 
sonal property on the other. 

The Australian act does differ from the British act in the treatment of personal 
property, scale of contributions, method of valuation and collecting contributions, 
and in the manner of assessing claims. 

Under the law every owner of real property is guaranteed compensation for war 
damage to his property. In return he is compelled to pay into a fund at the rate 
of 4 percent. 

\s in all other countries it appears that there is a tendency to regard these 
contributions as the counterpart of a regular insurance premium. The War 
Damage Commission stressed that this indemnity is not insurance for three 
principal reasons: 

(1) The risk is not calculable. 

2) Premiums would probably be insufficient to provide adequate reserves 
for widespread damage. 

3) The transaction is not subject to average (apparently referring to the 
use of a coinsurance clause). 

Their position was that the coverage was wider and the liabilities greater than 
could be provided for under the methods of commercial insurance and for that 
reason the Government agreed to underwrite it to an indeterminate and ineal- 
culable extent. 

There are two plans for personal property. For plant and stock (machinery, 
equipment, stock, etc.) with a value in excess of £1,000 there is a compulsory 
plan. For other property and plant and stock less than £1,000 is value, there 
is a voluntary plan with a rate of 8 shillings per hundred. 

The act further provides that the amount of compensation assessed and rendered 
is tentative and at the end of the war will be reviewed and settled according to 
conditions existing at that time. There was to be no rebuilding until after the 
war except for essential properties. 

Under the plan numerous supervisory agencies of the War Damage Commission 
were set up. These agencies appointed two teams of assessors: one for real prop- 
pertys and one for personal property. Regional panels were also appointed to re- 
view the action of these supervisory agencies. 





APPENDIX F 


War DamaGe INDEMNITY IN THE UNITED STATES 

1914-18 

There is no record of any previous experience along the ine of war damage 
in lemnity prior to the war shipping experience in the First World War. This 
was the only indemnity plan which was promulgated, and expired shortly after 
the war. Previously, all other types of indemnity had been handled by means 
of indivi lual claims which were considered by the ( ‘laims Committee of { ongress, 
which in turn recommended disposition. During this same period a few States, 
notably Minnesota, New York, and Pennsylvania, passed laws authorizing domes- 
tic insurance companies to insure against loss or damage to property resulting 
from explosion, bombardment, or acts of war, but no national measures were 
adopted. 


1940 
War Risk Insurance Act of 1940 

Under the Merchant Marine Act of 1920 as amended in 1928 the United States 
Shipping Board was authorized to create an insurance fund out of premiums and 
other revenues. This fund was to be used to insure the interest of the United 
States in any vessel constructed or being constructed by the Government against 
all hazards commonly covered by insurance. It will be noted that this authority 
was confined to ships in which the United States had an interest. This authority 
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was conveyed to the United States Maritime Commission by the Merchant 
Marine Act of 1936. 

The War Risk Insurance Act of 1940 (54 Stat. 689) amended the Merchant 
Marine Act of 1936 and granted power to the Commission to insure or reinsure 
against loss or damage by risks of war all American vessels, foreign vessels owned 
by United States citizens, their cargoes, ete., when such coverage could not be 
obtained on reasonable terms and conditions from private companies. Under 
this authority the Commission issued war-risk policies on (1) hull, (2) cargo, 
3) crew, and (4) builders’ risks. In this case the insurance companies acted as 


agents and the insurance was issued by the Commission through ther In 
some cases the Maritime Commission itself issued the policies. The commissior 
was the insurer and assumed all liability for war-risk losses. No new insurance 


was written in this field after December 31, 1946. The War Risk Insura \ 
of 1940 expired on July 25, 1947. 

The experience of the program Aas of December ol, 1949, 1 i wh Une 
following page. 


War Shipping Administration, Division of Wartime 1 se es 
stat ment of insu ance written fron iceptior Ja iary 1,1 LP\ I J 0. 
I ' 
\ hart I oO wned Dy VW \ 
ne and war risk, hull 2 », 768, 1 139 » 44 { ) 
( Z ‘ ; S 4 
Crew ‘ ] 9 } 1 14 148 
4) 7 » ~ 
Sih ] O98, 832 {4 Q2 Rf R58 9 
I eS Pp {J { 194 to D ] 49 ne Q 
| ‘ 279 
| ' G erT ent \ t 
In addition to the war ris! program the Maritime Com: s10n, unde! ts 
general contractual authority (46 U.S. C. 1101) existing prior to and not related 
to or dependent upon the War Risk Insurance Act, contracted with private 
ompanies for other types of marine insurance On vessels in which it was interested. 
When the Government requisitioned a vessel during the war it laranteed its 
return or money compensatio1 Thus, all commercial insurance on the vessel 
ceased as of the date of requisition. As nearly all vessels in the country were 


taken over this constituted a dire threat to the future of the marine-insurance 
companies. In order to keep this vital industry strong for the postwar period 
and in addition to keep the cost down by avoiding a large governmental staff, 
another program was devised. 

To carry out this program the Government entered into two kinds of servic 
agreements with the marine-insurance syndicates These wert 
a) wartimepandi (protection and indemnity); and (6) wartimehull 
ance 

Under this program the Government paid premiums to private companies for 
marine insurance at specified rates. In this case the syndicates were in fact the 
insurers. The agreement provided for participation by the Government in the 
net profits, and in the net losses also under (a). Under this plan a total premium 
was collected, up to November 1, 1947, of $149,932,559 and losses and expenses 
up to that time were $45,662,197 leaving an excess of $104,270,402 for unreported 
or unpaid claims, expenses and profits. : 

There is probably some overlapping between these figures and those indicated 
in the table above as they were derived from separate sources. It is entirely 
possible that the items in the table regarding WSA vessel hull insurance includes 
the premiums and losses under these two programs or at least under the ‘‘war- 
timehull’’ program. 
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1941 


Up until the time we entered World War II most private companies were writing 
war risk and bombardment insurance but they stopped when war was declared. 
On June 10, 1941, section 4 (b) of the RFC Act was amended by Congress (55 
Stat. 249) whereby the RFC was empowered to set up corporations to (a) deal 
in strategic materials, (b) purchase land and build plants for national defense, 
(c) lease or dispose of plants to others to produce for national defense, (d) to 
engage in such manufacture itself and (e) to acquire or lease railroad facilities. 
Based on the general authority of this act the RFC on December 13, 1941, created 
the War Insurance Corporation with $100,000,000 capital. 

The War Insurance Corporation was to provide reasonable protection against 
loss from enemy attack by damage or destruction of buildings, structures and 
personal property, including goods, growing crops and orchards up to a limit of 
$100,000,000. Securities, money, evidence of debt and objects of art were ex- 
cluded. No policies were issued and no premiums were charged or collected. 
1942 

On March 27, 1942, the RFC Act was amended by adding section 5 (g) (56 
Stat. 175) which established the War Damage Corporation as successor to the 
War Insurance Corporation with one billion dollars capital of which only one 
million was paid in. This corporation went into formal operation on July 1, 1942. 

This law established the principal powers and duties of the War Damage 
Corporation as follows: 

(1) To provide through insurance, reinsurance or otherwise reasonable protec- 
tion against loss of or damage to property, real or personal which might result 
from enemy attack (including any action taken by military air or naval forces 
of the United States in resisting enemy attack) with such exceptions as the WDC 
might deem advisable. 

(2) Coverage to be effected upon payment of such premiums or charges and 
subject to such conditions as the WDC might establish. 

(3) WDC was from time to time to establish uniform rates for each class of 
property with respect to which protection is made available. 

(4) In order to establish a basis for such rates the WDC was to estimate the 
average risk of loss on all property of such types in the United States. 

(5) Protection was to be available only 

(a) In continental United States, the Philippine Islands and the Canal 
Zone, the Territories and possessions of the United States, and such other 
places as may be determined. 

(6) To property in transit between any part of the foregoing. 

(c) Bridges between United States and Canada and United States and 
Mexico. 

(d) Such protection not to be available under (b) for property in transit 
upon which the United States Maritime Commission is authorized to provide 
marine war-risk insurance. 

(6) WDC may suspend or restrict protection in any area where the United 
States has lost control, making it impractical to provide such protection. 

(7) WDC was authorized to pay so-called prepolicy claims, i. e., those claims 
arising after December 6, 1941, and prior to July 1, 1942, when the policy pro- 
gram was instituted. 

In actual operation, the WDC entered into agreements with 546 insurance 
companies whereby the latter agreed to act as fiduciary agents of the WDC 
through their agents, brokers, and branch offices. By this means the WDC 
operated through approximately 1,450 policy-writing offices. The writing 
agent received 5 percent of the premium with a minimum of $1 and a maximum 
of $1,000 per policy. The insurance company received 3% percent for handling 
the business, bookkeeping, ete., with a minimum of 50 cents and a maximum of 
$700 per policy. The 546 companies participating agreed to take a 10 percent 
interest in the operation with a total maximum liability of $20,000,000 and a 
maximum profit, if any, of $20,000,000. / 

Rates were uniform from a geographical standpoint but varied by classes. 
Thus, the rate for dwellings and contents which was one of the larger classes was 
10 cents per hundred with no coinsurance requirements. The rate for manu- 
facturing plants varied from 10 to 30 cents per hundred, depending on construction 
and occupancy and coinsurance. Securities could be insured at 4% cents per 
$100 and money at 15 cents per hundred. The form was similar to the 1918 
New York fire policy and was excess over any collectible insurance. The plan 
was voluntary. 
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Some summaries of operations are indicated in the printed report. The fol- 
lowing additional statistics, taken from Encyclopedia Americana, might be of 
interest: 

Losses (June 30, 1947) 


Policies and \ ’ 
amount of risk : ‘ 
General program 8,7 $114 4, 000 
Money and securities program 4 2 M) 
Glass reinsurance program { 7 SRe 
Total 8, 758, 509 L} 124, 355 
Net premium from July 1, 1942, to June 30, 1945 
General program $244, 791, 067 
Money and securities program <a as 983, 192 
Glass reinsurance program _ - ee : 146, 794 
Total ; b kL . so 245, 921, 053 
N r 4 
Prepolicy program ~~ 1, 5 $1, 2 100 
General program Wn) 
Money and securities 
Glass reinsurance 
Total . i“ s I 100 
The power of the WDC, exces pt for purposes of liquidation, were t sted 
as of January 22, 1947. In August 1947, the WDC turned over $209,827,810 to 
the United States Treasury, which represented the net ear for the period 
from December 13, 1941, to June 30, 1947. 
Philippine Rehabilitation Act of 1946 
On April 30, 1946, Congress passed the Philippine Rehabilitation Act (Public 
Law 370, 79th Cong.), which among other things relieved the WDC fro bi 
for payment of Philippine claims. 
Chis act was by far the most comprehensive law on war damage 
ever been passed by the Congress. It indicates that when actual lar ‘ale 
losses are encountered there is a definite need for more specific | at than 
was enacted for the War Damage Corporation. The actual losses the Philip- 
pines were estimated by reliable engineering firms at from 800 millior e and 
one-quarter billion dollars. 
Under the act a Philippine War Damage Claims Commissiot 1. 


The act authorized an expenditure of up to $400 million for private r-d ze 
‘laims and $55,300,000 for public property claims. Claims wv 
the Commission with the actual loss and the final amount of the claim to be 





adjudicated by them. All claims under $500 were to be paid in full and a 
claims over that amount were to be reimbursed to 75 percent of t A || 
private claims were to be prorated so that the aggregate would not exceed $400 
million. A filing period of 1 year was established. 

Values were to be established on a prewar basis, less depreciation and not on 
a present replacement cost less depreciation basis. It is interesting to not 
the total of the filed claims exceeded $1 billion. After these claims ha‘ 
finally adjudicated but before they have been prorated there will probably be an 
over-all disallowance of better than 50 percent. The total loss based on pri 
values will therefore be somewhat in the neighborhood of $500 million 

3y December 31, 1949, there had been 1,249,873 claims filed \pproximately 
1,000,000 were for $500 or less and 927,000 had been processed and $127,885,000 
paid to these claimants. The remaining 250,000 claims were for sums in excess 
of $500. Of these, claims of a value of more than $50,000 numbered less than 
1,700. By December 31, 1949, over 1,030 of this group had been processed 


By December 31, 1949, there were only 114,774 remaining to be processed 
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Personal injuries 

Under the Defense Base Compensation Act (U. 8. C., title 42, sec. 1651 et 
seq.) there was a provision for compensation of civilian employees of contractors 
engaged in defense base work outside the United States. 

In December 1942, this act was amended (U. S. C., title 42, sec. 1701 et reg.) 
to provide for the reimbursement of workmen’s compensation carriers for injury 
or death arising from the war-risk hazard. 

' No provisions were made for war injuries occurring within the continental 
Inited States. 


APPENDIX A 
AMENDMENT TO THE BRITISH PERSONAL INJURIES SCHEME 


The Personal Injuries (emergencv provision) Act of 1939 is set forth on pages 4 
and 5 of appendix C of the original analysis. In 1940 a Statutory Rule and Order 
1940-1307 was promulgated to carry out the intent of the Personal Injuries Act. 
In April 1941 a new order was promulgated which, while following generally the 
same plan as the revoked scheme, was made as a result of a study of the original 
plan for payment of compensation in light of conditions existing in 1941. 

The disablement provisions of the former scheme were extended to include the 
whole of the adult population and not just members of the civilian defense organ- 
izations and ‘‘gainfully occupied persons.’ The injury allowances for gainfully 
employed persons and unpaid civil defense workers were increased so as to make 
them comparable to the maximum amount of compensation payable under the 
Workmen’s Compensation Acts. 

In addition, the widow of a worker or civil defense volunteer gets, under the 
new scheme, benefits comparable to the provisions for a widow of a soldier. 


PERSONAL INJURIES (CIVILIAN) SCHEME, 1941 


April 10, 1941— Made by Minister of Pensions with consent of Treasury under 
sections 1 and 2 of the Personal Injuries (emergency provisions) Act, 1939 
S. R. and O., 1941-226 


l. Title. 

2. Interpretation (definition of terms): Outlines the definition of terms used 
throughout the act. ‘‘War injury” defined as physical injury caused by weapons, 
ete., of the enemy or in combating the enemy or in repelling attack. ‘‘War 
service injury’ defined as any physical injury which is certified to arise out of and 
n the course of the performance by the volunteer of civil defense duties. This 
atter definition is comparable to the definition of compensable injury under the 
Workmen’s Compensation Act. It is broader than ‘‘war injury’? under the 
Workmen’s Compensation Act. It is broader than ‘‘war injury” and created the 
same problems that the phrase “‘arise out of and in the course of’’ created under 
workmen’s compensation laws. 

3. Definition of civil defense organizations. 

1. Injuries to be recompensed: Awards may be made for (a) war service 
injuries sustained by civil defense volunteer; (b) war injury sustained by gainfully 
occupied person; (c) war injury sustained by person 15 years of age or older. 

Awards under (a) and (6) are to be on the so-called ‘“‘higher scale.” 

5. Ascertainment of degree of disablement: Medical officer or board of medical 
officers to designate degree by percentage with total disablement to be 100 percent. 
(This excluded any question of earning capacity, longevity, etc., and was a pure 
physical fact. 


l 
} 
i 


Part Il -Tnj iry allowances 

6. Payments by Minister: This section directs the Minister to make payment 
for the period allowed by the order. Paragraph 2 permits him to pay pensions 
where person seriously injured. 

7. Award of injury allowance: Must be incapacitated for not less than 7 days. 
Provides that act shall not apply to soldiers, firemen, policemen, and constables. 

&. Conditions of payment of allowance: Allowance to be paid only for period 
of incapacity and for a maximum of 26 weeks. Payable weekly. (While earning 
capacity is not taken into account in deciding degree of injury, an injury allow- 
ance is not to be made unless incapacitated for work. 

9. Rates of injury allowance: (1) Allowances paid in conformity with following 
table. 
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(2) Where person getting award on the higher scale (gainfully occupied or 


et civil defense volunteer) (a) is an unmarried male, or female, and is detained in 
ors hospital but has dependents, or (b) is a widow with dependent children, the rate 
shall be paid at rate payable if not in hospital. 
7.) (3) Where married male but married after injury, or living alone, gets single 
iry person award. 
(4) If under 18, gets one-half of award up to 18. 
ital 
Weekly rate of injury allowances 
[Based on pound value of $4.0 
| | 
| Male person married | Male person unmarr 
ce A —— . _ 
= Class of injury 
der Not in ‘ Not ir ' 
. “ In hospi Mic In h tl 
ict. nospit il NOs] 
the 
nal Injuries on higher ale $7. 00 $7. 00 $7.00 $4 9 
Other injuries 4. 20 2. 1 4.2 2 
the eo ines : 5 
an- 
lly 10. Increase for dependent children: 
ake (a) If higher scale, may increase to $1.20 for each of first 2 children, plus 
the $0.60 for each additional child. 
(b) Payable only while child is dependent. 
the Part Ill. Pensions and allowances im respect of inju 1eS cove / 
ablement or death 
11. Pensions to disabled persons: (1) Where a qualifying injury causes severe or 
prolonged disablement, the person may get a pension. 
der 2) Pensions shall be at weekly rates not exceeding (a) where degree is 100 per- 
139 cent, the appropriate maximum rate; (6) where less than 100 percent, the propor- 
tion of the maximum equal to the percent of injury, but not less than 50 cents 
Maximum wee kly rates of pension 
ised aids 
yns : 
ae Class of injury 
Var re 
{ ‘ * ® 
and : ° 
his 
the Injuries on high scale $6. 83 $ $4.8 
the Other injuries 4. 00 2. 00 
the 
ae . ° ° 
der 12. Allowance in respect to wives: Where con pensation Oo! } rs | ind 
person has wife, he gets $1.67 more, if 100 percent disabled. Percentage of that 
. if less than 100 percent disabled. 
vice ° . 3) 
13. Allowance for children: 
ully 
Maximum weekly rates for de per dent ch 
‘ical 
> } , 
ent. Description of child as 
pure 
Deper lent c} lof 
Male person with n llowance for w e 
> A female person . 
nent Dependent child le | with allow 
ions . 
jays. 14. Special temporary allowances to widows. 
bles. 15. Pensions to widows (maximum amount payable 1) If 40 ye 
riod or with dependent children, $4.50; (6) in all other cases, $3.10 
ning 16. Allowances tO \ idows for cle | e] ce i childre n WV l I 
low- first child, $1.25 for the second, and $1 for each additional 
‘ . ; so, ) | . ‘ 
ving Senator Frear. Mr. Ralph A. Brooks, manage: 


! 
Industry Association of New York. 
Mr. Brooks. 
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STATEMENT OF RALPH A. BROOKS, REPRESENTING THE COM- kind 
MERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC. oe 
ni Q relue 
Mr. Brooxs. Thank you, Senator. I have already submitted my stall 
statement for the record, aan I will boil it down. I represent the a 

‘ . ° 1¢ 
Commerce and Industry Association of New York, which is the cane 
chamber of commerce for the Metropolitan New York area. We Fie 
have as an association and are concerned with civilian-defense matters, hema 
and in my statement I make reference to a manual having to do with cama 
civilian defense. I will be happy to make them available to the name 
members of the committee. It is just indicative of our association’s od : 
interest in this particular field. I think that Mr. Wilkinson and Nc 
others before me have pretty well established the absolute necessity ones 
for insurance. I am talking now from the standpoint of insurance ‘sate 
for property. We are not going into, as an association at this time, the ania 
question of compensation. We feel it is e ntirely different. We have " ML 
in New York City such valuations in buildings and loans of $12 toms 
billion, exclusive of the value of the land. The “people i in New York reg 
City feel a terrible urgency about this, although it is not perhaps aa 
reflected in their volunteering for civilian de fense activities. New Somme 
York City, too, aside from being a city of cave dwellers, as some Pies 
consider it, is also probably the largest city in the United States of that 
one- : nd two-family houses. We have a million and a half people in sa 
New York City living in one- and two-family homes. I wanted to ‘ ¢} 
bring that out. st so! 
Now, I have brought here a map which was prepared by Commis- coal 
sioner Wallander, our local civilian-defense director. On that map this 
he has indicated the five areas of probably bombing of New York City. ak t] 
Taking one, for example, this one down here, which is the downtown ciel 
Manhattan area, taking in the financial, insurance, and general com- nh 
mercial district of Manhattan, there is concentrated approximately Ce 
a billion dollars of assessed valuations, just in buildings alone, ex- Se 
clusive of the land, exclusive of the personal property, furniture, aaa 
fixtures, and so on, that might be in those buildings. I merely point ome 
that out again as another example of the terrible danger that is aes 
present there. ; peo] 
This is a group of pictures that I have brought, aerial surveys. oaiee 
This is a picture of Manhattan Island as a whole. This is the down- ae 
town Manhattan area I referred to a moment ago, which is indicated a 
as one of the probably primary targets in the event of attack. — 
So, you can see you have a very great concentration there of mat 
population, values, and buildings. “ee 
Now, the statement which I have submitted for the record goes N 
into a number of matters which, in the interest of brevity, I am not of tl 
going to tour hi on he re. Kirk 
There ts just one thing on page 4 that I have been specifically in- of tl 
structed to bring to the attention of the members of the committee, and ediel 
that i the question of premiums. We all know that the World War tac 
I] operations earned $210 million, approximately, which went into the \ 
Treasury. Now, certainly, everybody who buys war-damage insur- a 
ance hopes from the heart that they are not ever going to file a claim. pa 


I think it is equally true that the Federal Government does not want 
to exploit the fears of the people by converting an operation of this 
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kind to a profitable operation. We think it is important that this 
insurance be made available at the earliest possible opportunity, but, 
human nature being what it is, there will be a lot of pe ople who will be 
reluctant perhaps to purchase the insurance if they feel the emergency 
itself is not immediately imminent, and they will postpone it. So, in 
the interests of getting immediately wide-spread participation, our 
suggestion is that after collecting the first year’s premium that no 
further pre miums be collected unless and until a loss is paid out of the 
fund. ‘That, I think, is important because if people feel, as they 
seem to do in a great many places, including New York in cam 
quarters, that this is not as critical a situation as the majority of us 
feel it is, they just will not buy the insurance. 

Now, if you can give them the assurance that this will not be an 
annually recurring expense to them I am confident that you will get 
tremendous participation by the people who want to buy this insur- 
ance. 

Mr. Wilkinson touched on the apathy in New York in civilian de- 
fense matters. I can second bim on that, because I have myself all 
too frequently talked to people, people who anow better, who told 
me that what is the use of frightening people by talking civilian de- 
fense, and I think that enactment of this war damage insurance by 
Congress might bring home to the people a sense of the urgency of 
that situation, and a recommendation that that urgency is felt down 
here. The fact that the small-home owners are so much interested 
in this in New York, I think, can be ee. out by the fact that I 
think there is now pending in the New York City Council, which is our 
local legislative body, a resolution calling on the Congress to enact 
this type legislation, and my presumption is that that will be enacted 
on the 24th. I come from Queens County, where you have the great- 
est percentage of small-home owners. 

That is all lL have to say, gentlemen. 

Senator Frear. Senator Schoeppel. 

Senator Scuorrret. Mr. Brooks, you gentlemen from these con- 
gested areas of population obviously have cause for a lot of alarm, and 
here we are asked to consider a type of legislation to insure against 
losses, sabotage and bomb destruction. I have not heard any of you 
people say anything yet about germ warfare that can go all over this 
country. Property damage can result to the great farm areas of this 
country by antipollenization processes that are being worked out. 
Injury can occur to livestock that can be tremendous by a plane dis- 
seminating a type of fungus, as the medical men refer to it in their 
technical language, that would spread hoof-and-mouth disease that 
has been ravaging old Mexico and could ruin our country. 

Now, what are we going to do about this whole field? Thi at is one 
of the reasons why I asked, and I am hoping that we can have Mr. 
Kirkpatrick back at some later time to consider some of the phases 


of that. How far can we go on those things? Obviously, we cannot 
cover the whoie field, but do you agree with me that those con- 
tingencies are in there in this modern scientific war development? 

Mr. Brooks. Yes;I think so. You are talking about property that 
is ] just as imports unt to the agrarian people as the property we have in 
New York. 
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Senator ScHorpret. Well, out in Illinois and Iowa and Nebraska 
and other places the crops which help keep you folks in the cities going 
are important property. 

Mr. Brooks. Yes, sir. 

Senator ScHorpPeL. But thisisa tremendously large picture when we 
attempt to grapple with it and attempt to arrive at some satisfactory 
conclusion. We are going to have to approach this piecemeal perhaps 
and try to work some of these other matters out. 

Mr. Brooxs. I think so. And, while you are speaking of piecemeal 
enactments, I would like to mention this, too. My recollection is 
that the last Congress failed to enact war-damage insurance because 
of certain differences of opinion having to do with the workmen’s 
compensation angle. Our hope is that if there is a likelihood of enact- 
ment of war property-damage insurance being delayed because of a 
difference of opinion on the other aspects of the present S. 114, for 
instance, that you will enact war property-damage insurance at the 
earliest opportunity and leave these other perhaps controversial issues 
for later action. Our interest is in getting war-damage insurance, 
property-damage insurance, and perhaps including insurance for your 
actual rural properties as well as urban properties by getting that en- 
acted as quickly as possible. I think there is complete agreement on 
the subject. 

Senator ScuorrreL. That is all. 

Senator Frrar. Senator Dirksen. 

Senator Dirksen. You are not an insurance man; are you, Mr. 
Brooks? 

Mr. Brooks. No, sir. J am the manager and secretary of the prop- 
erty owners’ committee of the Commerce and Industry Association of 
New York. We have in our membe rship the largest real-property 
ownership in the city, and also I am executive secretary of an associa- 
tion of small home and property owners, and ones I speak of, that you 
find out in Queens, the five counties which constitute the city of New 
York, and, as I say, both the very large corporate interests who hold 
equities in real estate, the savings banks and insurance companies 
who hold mortgages on real estate, and the owners of the small one- 
or two-family houses, which in a great many cases represent the life 
savings of a small wage earner, are all interested in this legislation. 

Senator Dirksen. It runs in my mind when the war-damage matter 
was before Congress that a proposal had been submitted that the 
unexpended proceeds should be distributed pro rata to the insured. 

Mr. Brooks. That is right. I was down here in Washington on 
that, and I was unsuccessful in my endeavors. 

Senator Dirksen. I just took note of your proposal to forego pre- 
miums after the first year. Would it be more feasible to set up a target 
reserve and, after the reserve had been accumulated to X dollars, 
then forego premiums? 

Mr. Brooks. Perhaps from an actuarial standpoint you have got 
the better proposition. Iam mindful of human nature that as long as 
people have got to buy this on a voluntary basis you have got to 
sweeten it up for them, and this is one way of doing it. 

Senator Frear. You could not include that second class with the 
first class unless it were a part of the first class? 


Mr. Brooks. That is right. 
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Senator Dirksen. That is all, Mr. Chairman. 

Senator Frear. Senator, you would not want to make the same 
statement regarding the RFC? 

Senator Dirksen. At the moment I think not. 

Senator Frear. Thank you very much, Mr. Brooks. 

(The prepared statement submitted by Mr. Brooks follows 


My name is Ralph A. Brooks. I] represent the Commerce and Industry As- 
sociation of New York, Inc., which is the chamber of commerce for the New York 
metropolitan area. Our membership totals approximately 4,000 and is a repre 
sentative cross section of the commercial and industrial structure of the city 
its environs. 

When civil defense organization was initiated, our association immediately set 
up a liaison with the local office of civil defense, which is headed by former P 
Commissioner Arthur W. Wallender. 

A concrete example of our activity and interest in the field of civil defe1 


and 
ana 


ise is 

found in the Civil Defense Outline for Building Control Organization, which was 

prepared by a group of experts drawn from the association’s membership. I an 
happy to present copies of this manual to the members of the committee 

My appearance here today in favor of War-damage-insurance legislation is in 

line with the association’s established and continuing interest in all phases of the 


existing emergency. 
NEED FOR INSURANCI NONI AVAILABLE FROM PRIVAT! SOURC!I 


To protect investment of depositors of savings banks and policyholders of 
surance companies whose money is invested in real-estate mortgages 


Property owners in the United States, and particularly in New York City, are 
exceedingly vulnerable to the financial disaster which would follow the physical 
disaster of bombing by an enemy. Insurance protection against such an event 
ality is not obtainable at present. 


u 


Such insurance is an absolute necessity if the millions of savings-bank depositors 
and insurance-policy holders whose savings are invested in first mortgages on rea 
estate are not to be left in the present extreme jeopardy. 


TO PROTECT EQUITY INVESTMENT OF ALL PROPERTY OWNERS INDIVIDUAL HOMI 
OWNERS AND CORPORATE INVESTORS ALIKE! 


This same argument applies to individual property owners. In New York City 


which is generally considered as populated almost exclusively by ‘‘cave dwellers.”’ 
there are about 1,500,000 people living in one- and two-family houses. The 
hundreds of thousands of owners of these small properties, in most cases repre- 
senting a family’s life savings, are clamoring for, and should be given along with 
the other property owners in the United States, the financial protect which 


war-damage insurance will provide. 


rO PROTECT INDUSTRIAL PLANTS AND EQUIPMENT 





In addition to insurance of real property, there is also the question of providing 
coverage for the several billions of dollars invested in personal property, industria 
equipment, and machinery. A bomb hit would certainly put a substantial portion 
of our industrial plants out of action. Reactivating these damaged plants would 


be greatly accelerated if insurance funds were made immediately available for 
rebuilding and reequipment, and the owners would not be bankrupted 


ASSESSED VALUATION OF BUILDINGS ALONE IN NEW YORK CITY TOTALS BOUT 12 
BILLION DOLLARS 


1 


To this, add value of personal property and industrial equipm« 


New York Citv is especially sensitive to the hazard In our eit va e of 
buildings, exclusive of land, totals 12 billions of dollars Add to tl the value of 
personal property, industrial equipment, and inventories, and ave » doubt a 
total of 20 billions of value will be found—all susceptible to destruc amage. 

In New York Citv, a single bomb could do damage approa 1 | irs 
if dropped in areas of maximum concentration 


85516—h2 8 
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I have here a map prepared by our local office of civil defense. 
thev have indicated the five most likely target areas. 

One of these, for example, is the downtown financial section. If the National 
Securities Resources Board is correct in its estimate that a modern atomic bomb 
can do heavy damage within a radius of 2 miles, the entire downtown area vir- 
tually would be destroyed by a bomb dropped at the indicated “ground zero”’ 
position. In one blast, total damage in this area of maximum concentration could 
reach the staggering total of approximatelv a billion dollars. To give you some 
idea of the concentration of buildings in this and the other areas, I have brought 
some aerial photos. There 1s no better way to convey to you gentlemen the 
colossal losses which would follow a bombing of New York. 

As the representative of a New York organization, this presentation covers 
only New York Citv. But what is true of New York is also true of every other 
major citv or industrial center of the country. 

An article in the April 14 issue of the Saturday Evening Post, coauthored by 
Stewart Alsop and Dr. Ralph Lapp—the latter at one time headed up the work on 
nuclear phvsies in the Office of Naval Research—points out what would happen 
if 10 of the major population and industrial centers of the country were hit. 
Nine million casualties could result. While this damage is stated in the infinitely 
more important terms of loss of human life, it also affords an indication of the 
potential property losses which would also occur. 


You will note 


PREMIUMS 


It goes without saying that every person who buys war-damage insurance 
hopes from the heart that he never will have to file a claim. 

We believe it is also true that the Government of the United States does not 
want to exploit the fears of the people by making money on war-damage insurance. 
Accordingly, we suggest that the management of War Damage Corporation be 
authorized to forgive premiums after the first year provided no loss has been 
suffered. Such a provision would encourage people to secure insurance immedi- 
ately it is made available. They would be assured that in the hoped-for absence 
f extreme emergency they would not be subjected to recurring expense, 

We come then to these conclusions: 
There is a continuously imminent emergency. 
War-damage insurance is unobtainable. 
In the absence of war-damage insurance a single bomb } 
dislocate the national economy. 


0 


it could seriously 


War-damage insurance should be enacted by Congress. 


RELATION TO CIVIL DEFENSE 


\ beneficial byproduct to such enactment would be the stimulus to citizen 
participation in civil-defense activities. Such evidence of congressional awareness 
of the emergency condition would do much to eliminate the prevalent apathy of 
our eitizens in their attitude toward civil defense 

The Commerce and Industry Association of New York, Ine 
that this committee report favorably on 
Damage Insurance Corporation. 


Senator Frear. Mr. Floyd E. Jacobs, counsel of the American 
Reciprocal Insurance Association. Is Mr. Jacobs here?) Mr. Murphy? 


., respectfully urges 
the proposal to reactivate the War 


STATEMENT OF RAY MURPHY, GENERAL COUNSEL, ASSOCIATION 
OF CASUALTY AND SURETY COMPANIES 


Mir. \furpuy. Mr. Jacobs informed me that there was some doubt 
that h uld be here today, and he is not here. If 1 may, I would 
like t the attention of the committee to the fact that the American 
Recinre Insurance Association, which he represents as general 
counse . one of the six organizations which signed the statement 
which \Tr. Stellwagen introduced in the record yesterday. 

Senator Frear. Thank vou, Mr. Murphy. 
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Without objection, the following statement will be filed on behalf 
of the National Association of Insurance Brokers. 
(The statement referred to follows: 


STATEMENT OF THE NATIONAL ASSOCIATION OF INSURAD 


tA 


EpmuNb T. DELANEY, COUNSEL 


The National Association of Insurance Brokers, Inc., is : 
organization composed of insurance brokers and regional asso 
brokers. The association is national in character and it 
across the country. Insurance brokers are not agents for 
but directly represent the insurance-buying public. Thus, timents and 
views held by insurance brokers and expressed here in behalf 
association are basically the sentiments of the public at large 
protection for its property from hazards of all kinds. 

The National Association of Insurance Brokers, Inc., w 
of appearing before this subcommittee to urge the promp 
legislation to provide for war-damage coverage through 
War Damage Corporation substantially along the same line 
War II. The question of emergency war-damage coverage 
discussed in our association for the past 9 months. Last Aug 
views of our members on the desirability of war-damage insurance a1 
in which it should be made available. With practically one voice 
irrespective of their places of business, urged that the associat 
steps to bring to the attention of Congress and the Government the ¢ 
for prompt action to procure war-damage coverage in the present 
In September 1950, our governing committee unanimously passed 
recommending to the President of the United States and to M 
Senate and the House of Representatives the enactment of appropria 
to reestablish the War Damage Corporation to underwrite war-1 
a reasonable premium cost to the public and that such insurance be 
to the public through established insurance channels in tl! 
was made available in World War II. Copies of this 


Ompanies 


f 
transmitted to the President of the United States, the 
and the Speaker of the House of Representatives. 

The progress of war-damage legislation in the fall of 1950 
keen interest. Our association made a formal appearance 
Committee on Banking and Currency on December 8, 1950 
institution of coverage. It was with great disappointment t 
failure of the Senate to take action on the so-called McKinnor 
been passed by the House and favorably reported out by 
and Currency Committee. Although the questions of whether 
amended to provide for the reinsurance of workmen’s compe! 
not been decided, it was our view that the most important 
prompt enactment of legislation covering at least proper 
the question of broadening the coverage should not have 
instituting basic property-damage coverage. 

The demand for war-damage coverage continues « I 
the insurance brokers of the United States would be de 
their clients and in their responsibility to the public wer 
every opportunity to urge upon the Congress the compel 
prompt institution of appropriate war-damage coverage. 

Our association further believes that war-damage ins| 
only property but also should contain provisions for the re 
compensation carriers and self-insurers. The solvency of 
paramount importance to the public at large. Or 
damage coverage underwritten by the Federal Gov 
hope for such solvency in the event of atomic atta 
laws of some States, the emplover complies with his 
compensation coverage, but in many other States the 
does not discharge the lability of the emplover. 
could not be borne by the carrie! could not be ( 
employers of America, and it is therefore essential 
through the assurance of carrier solvency by the 
War Damage Corporation. 
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The handling of war-damage insurance represents an onerous burden on the 
part of the producer—broker and agent alike. Their compensation for such work 
is indeed modest. Nevertheless, they are willing and anxious again to assume 
this burden because they recognize and are justly proud of their obligations to 


their clients and to the public at large. 

Questions of rates, details of coverages, and forms of procedures are matters 
of administration. In these and in all related matters, our association stands 
ready to cooperate with Members of Congress in the formulation of legislation 
and with responsible officials of the Government in the carrying out of the con- 
gressional mandate. 


Senator Frear. The meeting will recess subject to call of the 
chairman. 

(Whereupon, at 11:35 a. m., the subcommittee was recessed, subject 
to call of the chairman.) 
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TUESDAY, APRIL 24, 1951 


Unirep States SENATE, 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE, AND BANKING 01 
COMMITTEE ON BANKING AND CURRENCY, 
Washi gion, D). ( 

The subcommittee met at 10:15 a. m., pursuant to notice, in room 
318, Senate Office Building, Senator J. Allen Frear, Jr., chairman of 
the subcommittee, presiding. 

Present: Senators Frear, Schoeppel, and Dirksen. 

Senator Frear. The subcommittee will please come to order. Our 
first witness this morning is Mr. Rodolfo Correa, Sen itv General 
Counsel for the Office of Defense Mobilization. 

We are glad to have you with us. Thank you for coming down this 
morning. You may proceed in your own manner. 


STATEMENT OF RODOLFO A. CORREA, DEPUTY GENERAL COUNSEL, 
OFFICE OF DEFENSE MOBILIZATION 


Mr. Correa. If I may, I shall read the statement that we have 
presented. 

Senator Frear. Surely, you may. 

Mr. Correa. Mr. Chairman, and members of the committee: I 
have been asked to testify concerning the position of the Office of 
Defense Mobilization with respect to war-damage compensation and 
other civilian and defense needs in the event of enemy attacks. Ther 
are, of course, several phases to this very broad problem. During the 
last war, as you know, a eee program was con- 
ducted by the War Damage Corporation. The legislation under which 
the program was established called for premium payments and because 
of the comparatively small losses resulted in a large surplus. Whether 
such a program would be a practicable method of providing compensa- 
tion in the event of atomic attack presents a new problem which, | 
believe, cannot be entirely solved from the limited experiences of the 
past. 

Much of the property in the United States, however, is not presently 
insured against war damage. Insurance companies cannot prov ide 
coverage because of the broad devastation which might result from 
bombing or other attack. I understand that as a result there has 
been a desire to reenact a form of war-damage insurance. Assuming 
the possibility that limited atomic bombing would create losses 
beyond those previously encountered, the premium for such insurance 
would probably be very high and might, therefore, curtail coverage. 
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Another phase of the war-damage problem is the maintenance of 
continued production and the replacement of damaged production 
facilities. It may be doubtful whether a compensation program would 
accomplish this goal particularly during periods of materials and 
manpower shortages. 

Still a third broad area for consideration is the problem of housing 
and community facilities as well as concern for civilian morale in the 
event of serious war damage. Provision would probably be required 
for restoring community life under changed conditions of supply and 
service. 

These and the many other major areas which are within the scope 
of the war-damage problem appear to require a broad and flexible 
program. In the event of any large-scale bombing, immediate 
decisions woud be necessary concerning the rebuilding of certain 
areas and plants and perhaps some form of priority would be required 
for such a project. Moreover, it may be necessary to have an industry 
evaluation plan so that in the event of damage, factors entering into 
such a decision would be readily available. 

War damage, therefore, appears to be a matter for careful planning 
so that all ramifications of the problem are considered. This function 
is being carried forward within the Executive Office of the President 
by the Bureau of the Budget and the National Security Resources 
Board. In conducting this study, I understand that these agencies 
are working with and coordinating the views of other interested 
departments of the Government. The Office of Defense Mobili- 
zation is vitally concerned with this project and, of course, will have 
an opportunity to review any findings resulting from the study. In 
view of our interest, we will probably make recommendations con- 
cerning the plan and the steps necessary to put it into effect. 

| understand that representatives of the Bureau of the Budget will 
testify before your committee and outline to you the course of study 
which it now has under consideration. In this connection, the work 
of your committee will be of considerable importance and will aid 
in the solution of this problem. 

Senator Frear. Do you care to add anything to this statement, Mr. 
Correa? 

Mr. Correa. No, su 

Senator FRear. Your position at the present time is clearly set 
forth here? 

Mr. Correa. We have a real interest in the problem of war damage; 
but it is our view that we should look at the plan as a whole, and then 
correlate it to the defense mobilization program. 

Senator Frear. You no doubt rely on the testimony of the Bureau 
of the Budget very heaviiv? 

[r. Correa. Yes, sir; we do. 

Senator FrReAR. Senator Schoeppel? 

Senator ScHorpPen. | note in your next to the last paragraph, you 
say, ‘‘In view of our interest, we will probably make recommendations 
concerning the plan and the steps necessary to put it into effect.” 

Whe . do cal expect to do that, and to whom? 

Mr. Correa. On the timing factor, I can’t say, Senator. 

eat ScHonpPreL. That is a matter of policy to be determined by 
the Department, then, I take it? 
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Mr. Correa. I assume it would be the Bureau of the Budget. 
They have been getting the views of all the Government agencies 
working on the plan; and when that work is finished, then it would be 
sent to us, and probably to other more directly concerned agencies for 
further recommendations and study. 

Senator Scnorepren. Well, your recommendations, then, after that 
reaches your Department, will come to the committee; or will they 
come through the Budget Bureau? 

Mr. Correa. Through the budget. 

Senator ScHorppeL. All right. That is all. No further questions. 

Senator Frear. Senator Dirksen? 

Senator Dirksen. Mr. Correa, has the Office of Defense Mobiliza- 
tion considered a concrete plan or considered the bills that are pending 
before this subcommittee? 

Mr. Correa. Well, we haven’t directly considered them, Senator. 
Certainly we have looked at them, but I can’t say that we have a 
firm position with respect to them. 

Senator Dirksen. Well, I see nothing in your statement that is 
tantamount to a recommendation for any one of these proposals. 

Mr. Correa. No, sir. 

Senator Dirksen. Now pending. 

Mr. Correa. No, sir. 

Senator Dirksen. In other words, you are simply manifesting an 
interest in the matter in its possible relationship to the objectives 
being pursued by the Office of Defense Mobilization? 

Mr. Correa. That is right, sir. 

Senator DirKsEN. Now, then, I assume that your interest would be 
in the continuity of industrial facilities to get out your program? 

Mr. Correa. That is right, sir. 

Senator Dirksen. You mention there this question of timing. 
When do you expect to make an examination of this matter? 

Mr. Correa. Well, I think that depends on when the plan is 
finally completed, Senator. 

Senator Dirksen. Your plan? 

Mr. Correa. The plan within the Executive Offices of the 
President. 

Senator Dirksen. Oh, ves. 

Mr. Correa. That is being worked out by the Bureau of the 
Budget and NSRB. When that is finally accomplished, at that time, 
I think we would get into it. 

Senator DirksEn. Have you actively done some work on this 
matter, yourself? 

Mr. Correa. No, sir. 

Senator DirkseN. Would you have any idea as to when this plan 
will be explored in detail, and some recommendation or suggestion 
will be ready? 

Mr. Correa. Well, I am sorry, I don’t, because that depends upon 
the Bureau of the Budget schedule, with which I am not familiar. 

Senator Dirksen. It would be difficult, under the circumstances, 
for this committee to take action then until such time as this so-called 
integrated plan, to which you refer, has been put in final form, and 
your specific recommendations have been made. 

Mr. Correa. Well, we see some advantage in an integrated plan, 
in view of the broad scope of the problem. 










































































































































































































































































114 WAR DAMAGE CORPORATION ACT OF 1951 








Now, I, unfortunately, don’t know the timing on that. 

Senator Dirksen. I am advised that the Budget Bureau will 
appear here tomorrow. They may have something a little more 
specific to offer. For the moment, that is all of the questions I have 
to ask. 

Senator Frear. Senator Schoeppel? 

Senator ScHorrpet. Mr. Correa, I take it you know that this 
committee, through the course of these hearings, must go into this 
matter and then make some recommendations as to the legislation 
before us. Do vou feel that there is any possibility of your depart- 
ment having anything before the committee in time for us to report 
these measures out; or do you suggest that we hold everything up 
until the plans are correlated and integrated between the various 
departments? 

Mr. Correa. Well, I personally, think there is some advantage to 
the dual action; that is, on the part of your committee and on the 
part of the executive departments. Certainly, your study of this 
problem, I think, will bring forward many factors which will be of 
considerable aid in formulating an over-all plan. 

Senator ScHorpPet. I am trying to specifically get at this: You 
are here for your department. Should this committee rely on what 
your department has to offer, and when, and to what extent; or 
should we rely upon the Budget Bureau after you have consulted 
_ them, and look to the Budget Bureau for your recommendations, 

eared into theirs? That is what I am trying to arrive at. 

Mr. Correa. Well, | would think, sir, that you would look to the 
Budget Bureau. They are doing the spadework on this problem. 

Senator Scuorepret. I see. All right. No further questions. 

Senator Frear. Just one other question. On page 1, the last 
paragraph: 

Much of the property in the United States, however, is not presently insured 
against war damage. 

Do vou have any idea as to what percentage that is? 

Mr. Correa. No, sir. 

Senator Dirksen. Mr. Frear, I was just going to inquire, the 
Federal Government is a self-insurer, after all, in the sense that it 
carries its own risk. 

Senator Frear. This isn’t limited to Government property, 
though. 

Mr. Correa. That is right. This sentence is not directed toward 
Government property, but toward property in the hands of private 
owners. It is a broad general statement, a conclusion that has been 
reached by the Bureau of the Budget. 1 think it is undoubtedly true. 

Senator Frear. Any further questions? 

Senator Schoeppel? 

Senator ScHorrPeL. No further questions. 

Senator Frear. Thank vou very much. 

I think next I would like to call Col. Frank A. Dunkley, from the 
Office of the Secretary of Defense 

Colonel, I understand you have Colonel Best and Colonel Loos 
with you. Would you like to bring them along? 
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STATEMENT OF COL. FRANK DUNKLEY, DEPARTMENT OF THE 
ARMY, DEPARTMENT OF DEFENSE; ACCOMPANIED BY COL. 
EVERETT W. BEST, AIR FORCE, AND LT. COL. ALDO H. LOOS, 
ACTING CHIEF, CLAIMS DIVISION, JUDGE ADVOCATE GENERAL’S 
OFFICE, DEPARTMENT OF THE ARMY 


Colonel Dunkury. Mr. Chairman and members of the committee 
the Bureau of the Budget asked all of the agencies in the Department 
of Defense to present those problems which the Department of 
Defense might be concerned with in the event of enemy attack. In 
that connection, the Department of Army was asked to carry the b: ul 
for the Department of Defense; and we are presenting at thi 

list of the problems in which we have an interest which will | ae 
as a result of enemy attack. 

There are several problems in which the Department of Defense 
has an interest so far as war damage is concerned and other civilian 
needs in time of war are concerned. 

The preparation of such a list requires the prediction of expected 
type of warfare, areas which will be affected, capabilities of th 
enemy, et cetera, and involves, primarily, consideration of policy. 
However, problems in which the Department of Defense 
interest are those which will arise in connection with acti 
Armed Forces to defend United States  territor 
attack, and not those problems which will arise as : 
attack itself. In this connection the following legal 
arise to a greater or lesser extent 

(a) Problems arising because of the seizure 

‘personal property by the Armed Forces for def 

"(66) Problems arising because of the destruction « 
to, real or personal property in connection with de! 
adopted by the Armed Forces; 

c) Problems arising because of death of, or In} ry 
resulting from defense measures adopted by the 
and 

(2) Problems arising because of the displace 
the civilian population as dictated by military ni 

Civilian members of the Department of Army and the 
of Defense have both a general and a special rela 
Government with respect to war-risk-hazard prote 
bers of the general civilian population, they may b« 
same hazards as their ne ighbors i in the event of enemy 
attack. As employees stationed at military installatior 
be subject to special hazards due to the selection of thos 
as special targets of attack or sabotage. The extent 
United States should assume the economic risk of undet 
hazards of war is a question of broad social policy beyo 
of the official interest. of the Department of Defense. 

Civilian members may be subjected to unusual hazat ' 
to the nature of the duties which they perform, being placed in a 
position of particular risk solely because of their employment, or being 
selected for unusually harsh treatment in retaliation for having sided 
with and supported the military forces of the United States. Thi 
Philippines during World War II is an example of this 














































































































































































































116 WAR DAMAGE CORPORATION ACT OF 1951 







Injury or death suffered while in performance of duties is com- 
pensable under the Employees Compensation Act, which includes 
medical expenses and partial remuneration of loss of income. Thus, 
an employee working at an arsenal who is injured in an explosion 
would be protected whether the explosion was purely accidental or 
resulted from an enemy attack. 

Another war-risk hazard arises from the fact that an employee of 
the Department of Defense may be physic ally located at a vulnerable 
spot by reason of his employment. Thus, it is conceivable that the 
United States owes a special obligation to those whom it employs and 
transports to oversea bases. 

Special benefits would probably be justified and desirable in certain 
bases or zone of the interior installations which are isolated and where 
employees would not live except for their employment. 

The employment of civilians by the military and the utilization of 
civilian auxiliaries by the services will expose those persons so 
used to certain hs wards to which they otherwise might not be liable. 

It would appear feasible to provide Government. war- -damage 
insurance, since real a personal property in the United States is not 
presently insured against war damage. Employers in industry are 
not protected from loss due to enemy attacks, yet they are responsible 
for all emplovees under the Workmen’s Compensation Act. The 
Department of Defense is vitally interested in the reconstruction, 
rehabilitation, and possible relocation of industries which constitute 
or directly canoe at to the national warmaking potential. The 
destruction of certain industry may seriously disrupt or stop the 
production of vitally needed national-defense supplies. The problem 
of finance and allocating men and materials to industry of this type 
must receive the highest-planning priority. 

The Department of the Army concludes for the Department of 
Defense that, even though the scope of proposed legislation may 
cover many problems beyond the purview of the Department of 
Defense, it would appear sound to have a Federal agency, preferably 
one now in existence, capable of administering both the insurance and 
claims of individuals and industry covering loss resulting from enemy 
attacks. Any such program, however, must be predicated on the 
capability of the Government to support a major disaster or to sus- 
tain losses resulting from a large-scale attack. 

This, gentlemen, I might add, is the first chance that we have had 
in the Department of the Army to discuss this problem or consider this 
problem. If there are any questions which might be pertinent to it, 
as far as the Department of Defense’s position, I certainly will be 
more than happy to do what I can to answer them 

Senator ScHoreppet (presiding). Colonel Dunkley, we are very 
glad to have you with us this morning. In the absence of Senator 
Frear, I will carry on here. 

Senator Dirksen, do you have any questions to ask the colonel? 

T understand, Colonel Dunkley, you have Col. Everett W. Best, in 
behalf of the Air Force, with you, and Colonel Loos, Acting Chief, 
Claims Division of the Judge Advocate General, who will be in a 
position to answer any questions. 

Colonel Dunxkuey. That is correct, sir. 

Senator ScHonppe.. Senator Dirksen? 
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Senator Dirksen. Colonel, the net of your statement is, if there is 
going to be some war-damage legislation, the viewpoint of the 
Defense Department is that it ought to be consolidated in one agency 
and all claims administered by that agency. That is the net of it; 
isn’t it, without spelling out in detail your particular interest? 

Colonel Dunkuey. I would enlarge on that just to this extent: 
That we certainly are in no position to recommend what agency or 
what type of agency should handle this. We just felt that maybe 
there was some Government agency which now existed, which might 
be able to handle war-damage compensation, if such legislation were 
passed. I think you can tell, sir, that we are definitely in favor of 
war-damage insurance and war-damage compensation. We feel 
that it should be a wide coverage, so that those areas which may not 
be affected could help carry the load for those areas which might be 
affected to a large extent. 

Senator Dirksen. You are not prepared, however, specifically, to 
say how far the Department of Defense would want to go in thi 

Colonel Dunxtey. No, sir; I am not. 

Senator Dirksen. That is all. 

Senator ScHorpPEL. Colonel Dunkley, I note on your first page, 
where you set up the problems arising because of the seizure 
private real or personal property by the Armed Forces for defense 
purposes, you list (a), (6), (c), and (d). Primarily, (a) and (4 

Heretofore, of course, there has always been an agency—I do not 
know enough about it, and I will confess my ignorance in that respect, 
as to how it was handled, whether by the military or otherwise—to 
compensate these individuals, corporations, or various interested 
parties for any losses or damages that have been sustained; and they 
have had to prove them. Isn’t that the case? 

Colonel DuNKLuy. That is correct, sir. We, of course, have main- 
tained within the Department of Defense, and I think within th sep- 
arate services, certain claims departments. Probably Colonel Loos 
might enlarge upon that, or answer that question, sir. 

Senator ScHorPPEL. Now, that is the very thing I want to go to. 
Heretofore, in your various services, you have had a department LO 
handle it; have you not? 

Colonel DunkLxy. That is right. However, it covered largely 
peacetime situations. I] am not familiar, Senator, with the department 
which handled those during World War II, for instance. I believe 
Colonel Loos might answer that for you. 

Senator ScHoxppEL. Why don’t you pull up a chair here? 

Colonel, the thing I am wondering about is this: If we bring out the 
type of legislation which we hope to bring out in some constructive 
way, I, personally, would like to avoid a lot of duplication. I, per- 
sonally, would like to see it channeled into some type of agency that 
would have the responsibility of approaching this problem, have the 
Government, if it moves into this field, adequately compensating and 
providing a method and a means for financing. 

Now, can you just give us briefly some indication how this has been 
handled in the respective services heretofore, peacetime or wartime, 
with a view to giving me at least some idea as to how we might elimi- 
nate duplication and save expense, and expedite it? 

Colonel Loos. The laws under which the Army operates at th 
present time relate principally to peacetime operations. For example 
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in glancing over these bills presented to the Senate, I notice their pri- 
mary purpose is for combat, to pay for combat damage. 

The Department of the Army, at the present time, has no law which 
will cover the payment of combat damage. We have an act which 
will cover maneuvers, damages from maneuvers, from special field 
exercises, and the normal operations of the Army, where personnel 
cause damage in the furtherance of those operations. 

I recall in World War II—I happened to be on duty here in Wash- 
ington in the early part of the war—we had some claims which came 
in from around Washington for cutting the treetops, to make a range 
of fire for antiaircraft guns. At that particular time, we had a num- 
ber of different laws under which those claims could be settled, one of 
which was damage arising from heavy gunfire, special field exercises, 
operations of the Army 

I am not positive at this time under which of those laws we settled 
the damages for the treetops; but I think it was under the operations 
of the Army. 

Of course, on barrage balloons, we had a little trouble with their get- 
ting away, trailing their antenna, or the cables which moored them. 
Of course, they burned down all the power lines across the country. 
We settled those types of claims. 

However, there are no laws, to my knowledge, under which the 
Army can settle damage arising from combat. 

Senator ScHorppeL. Would you suggest that the committee give 
consideration to consolidating these into one over-all agency for con- 
sideration, thereby eliminating duplication and loss of time, and all 
that? 

Colonel Loos. Well. 1 couldn’t speak for the Department of 
Defense, or the Depa: leas of the Army in that regard; because ] 
really don’t know how thev would feel about it. But this takes on cer- 
tain civilian aspects which I don’t think would vitally interest the 
Army. For example, if the Senator’s house was bombed by enemy 
action, the Army may not have had anything to do with it, because the 
Army would be on the other side, trving to protect the property 
Therefore, I would say it does have certain civilian aspects, 

You do have to consider damages, however, which might acerue in 
preparation for impending combat. As I read these laws, thev take 
care of those damages. They would have been caused by the Army, 
or they might have been caused by some of the sister services, for 
that matter. 

| have had occasion to settle claims in foreign countries; and I know 
in Switzerland they had compulsory war-damage insurance, and it 
worked out very good. Iam not prepared to give the details of that 
insurance. In England, they also had insurance, but I am not certain 
that that was compulsory. 

Colonel DuNKLEyY. It was. 

Colonel Loos. It was compulsory. I am not prepared to give the 
details of that law. 

So far as the Army operations in peacetime are concerned, we have, 
I think, ade ‘quate laws. So the impelling thing which now brings us 
before the Congress for consideration is possible damage due to opera- 
tions which may not necessarily fall into the peacetime category. 
Senator Frear. Senator Dirksen? 
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Senator Dirksen. I have no questions, Mr. Chairman, further 
than the question 1 addressed to Colonel Dunkley. It just appears 
to me that the Army has a rather nebulous idea about this, and is not 
prepared to make any specific recommendations, except to express thi 
hope that probably something ought to be done in the field of enabling 
legislation to cover war damage. Isn’t that about the size of it? 

Colonel DuNKLEY. Yes. We could be a little stronger than that. 
I think, Senator, in that we could say that the Department of Defense 
is certainly in favor of legislation which would cover 
compensation as a result of enemy attack. 

Senator Dirksen. But you do not have any details to supply’ 

Colonel DUNKLEY. No, sir. We have not, of course, had an oppor- 
tunity to work up a completed study on this entire problem. Cer- 
tainly, we will do it as soon as we can ret the proper direction. 
have hit this thing rather cold this morning, and so we may 
able to answer all of the questions which you might have 
We certainly are in favor of coverage to take care of people who suffe: 
injury or death or damage to personal or real property as a result of 
enemy attack. 

Senator Dirksen. Would you be prepared to state, Colonel Dunk- 
ley, that it is the position of the Defense Establishment that the Fed- 
eral Government should undertake no liability or responsibility that 
could be covered by private insurers? 

Colonel Dunkuey. No, sir. I could only express a personal opu 
ion as to that, and that certainly may not be of value to you. 

Senator Dirksen. It would not be an official commitment? 

Colonel Dunkuey. No, sir. 

Senator Dirksen. That is all, Mr. Chairman. 

Senator ScHoEPPEL. Could we go this far, Colonel, and leave hope 
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that if your sister services get together as quickly as possible, and de- 
termine the outline of some recommended plan or some particular 
approach to this, that it can be consolidated and offered from thy 
Defense Department to give this committee some guidance and som: 
assistance in this respect? 

Colonel DuNK.Ley. Yes, sir; | am sure that we could do tha 
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Senator ScHoerrPe.. | think that would be helpful; I . 
Colonel DuNKLey. Yes, sir. I am certain that we cal 
This paper, which I very briefly presented, has the concur 

three services in the Department of Defense; and it does re 
that we should have coverage to take care of individuals and 1 
in the event of enemy attack. 
Senator Frear. Do you have any idea as to what the 
be? 
Colonel DuNKLEyY. No, sir; I do not. 
Senator Frear. Are you doing any thinking along | 
Colonel DunkKtEy. | believe that as far as G-3 of 
cerned, it 1s beyond the scope of its activities to make t 
tion. 
Senator Frear. Well, the effectiveness of our se 
a very great bearing on what the damage might b 
Colonel DuNkKuLry. Very definitely 
Senator Frear. | assume, then, that the thre 
come to the conclusion yet as to how secure we m 
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Colonel Dunk.try. Not to my knowledge, sir. 

Senator Frear. Is that all? 

Senator Scnorpre. I do not believe I have any further questions. 

Colonel Dunk.try. We really got into this picture by virtue of the 
Bureau of the Budget asking for us to come up with certain problems 
in which the Department of Defense would be interested as pertaining 
to damages resulting from enemy attack. 

Senator Frear. But in a very logical way, Colonel. 

Colonel DunxkuEy. Yes, sir. 

Senator Frear. I think the members of the committee are most 
anxious to get all of the information that is possible for them to get. 
As you know, this is going to be a rather difficult decision to make. 

Colonel DunkKuEy. Yes, sir. 

Senator Frear. Do you colonels have anything to add to that? 

Colonel Bresv. I have nothing further to add. 

Senator Frear. I notice that Colonel Best has not taken up the 
question that I asked you as to how adequate our defenses are. We 
may have to take that into an executive session. 

Thank you all very, very much. 

I understand, Colonel, you are from that great State of Kansas? 

Colonel Dunktey. That is right, sir. 

Senator Frear. Congratulations, sir. 

Colonel DuNKLEY. oe vou, very much. 

Senator Frrar. Mr. V. Herd, former Executive Vice President 
of the War Damage C eae 

I understand Mr. Dougherty will speak in his stead. 


STATEMENT OF JAMES L. DOUGHERTY, GENERAL COUNSEL, 
RECONSTRUCTION FINANCE CORPORATION, ACCOMPANIED 
BY J. V. HERD, FORMER EXECUTIVE VICE PRESIDENT, WAR 
DAMAGE CORPORATION 


Mr. Dovcuerry. Mr. Chairman, while Mr. Herd’s name appears 
on your list, Mr. Herd presently is associated with the insurance 
industry, although he continues to be a tremendous amount of help 
to the War Damage Corporation, which he operated during World 
War IT. 

So, on behalf of RFC, we have a prepared statement that I would 
like to present; and Mr. Herd, who is quite familiar with the technical 
aspects of the insurance business, and especially of war-damage 
insurance would be glad to follow me. 

Senator Frear. Thank you. Proceed, Mr. Dougherty. 

Mr. DouGuerry. As indicated in Mr. Harber’s letter of April 12 
to the chairman of this committee, we believe (1) that some form of 
financial protection for private property will be necessary in the 
event of all-out war; (2) that such protection may best be furnished 
in the form of insurance, in consideration of appropriate premiums to 
be paid by property owners; and (3) that it is important that such 
protectio 1 be at uthorize d by the Congress substanti: ally in advance of 
any enemy attack. 

5. 439, if enacted, would renew with relatively slight changes the 
powers exercised by War Damage Corporation during World War II. 
We doubt the advisability of departing at this time from the principle 
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adopted in the 1942 enabling act and embodied in the pending bills, 
that premium rates shall be uniform throughout the United States 
and shall be based on estimates of “average risks of loss.”’ S. 439 
seems to us to make reasonable provision for the utilization of insur- 
ance as a practicable means of distributing a considerable part of 
the risks of financial loss incident to destructions of property by 
enemy attack. The functions to be performed under 8. 439 being of a 
character within the experience of RFC and its subsidiary, War 
Damage Corporation, we believe that in the event of the passage 
of this or a similar bill the necessary arrangements could quickly be 
made to place war-damage insurance on the market 

S. 114, in addition to reactivating War Damage Corporation with 
substantially the powers specified in S. 459, would authorize the Cor- 
poration to reinsure against certain liabilities for injury or disease 
resulting from hostile or warlike action. 

By the terms of 5S. 114, however, reinsurance would be authorized 
only with respect to whatever liability,:if any, is ‘‘imposed’’ under 

‘any workmen’s compensation ac t, occups ational disease act, em- 
ployers’ liability act, or similar law” for injuries resulting from hostile 
a warlike action. 

If State laws impose no liability for injuries that in reality arise out 
of enemy attack, and not out of any condition of employment, no 
liability is authorized to be reinsured. 

The hearings on H. R. 9802, Eighty-first Congress, make it clear 
that there is wide variance of legal opinion with respect to whatever 
war losses fall within the terms or the purposes of workmen’s com- 
pensation acts. 

As stated by Mr. Ray Murphy, general counsel for the Association 
a Casualty and Surety Companies before the Senate committee on 

_ R. 9802, “There is pe rhaps equally competent legal authority’ 
on both sides of this question, 

There thus appears to be some uncertainty as to whether in the 
event of enactment of the bill, financial relief for persons injured 
would be forthcoming, and, if so, as to whether such relief would be 
prompt. 

But, in the event of catastrophic enemy attack, after the enactment 
of 5. 114, the War Damage Corporation might be under almost, ir- 
resistible pressure to provide funds for immediate payments to injured 
workers and their dependents, regardless of our opinion with respect 
to the legal liability of employers and the applicab lity of State laws. 
Limitation of governmental relief of civilians maimed by acts of war 
to such legal “liabilities,” if any, as are imposed on employers by 
State laws would, in our opinion, be inappropriate. 

Another question presented under 5. 114 is whether an indemnity 
to injured persons which may be guaranteed by an agency of the 
Federal Government should not be closely limited by Federal law, 
both as to the aggregate amount of indemnity to be provided in 
favor of any one claimant or for the death of any one employee, and 
with respect to the terms of payment. 

In our opinion no lump-sum payments should 
weekly allowances. The bill, however, is broad 
emplovees’ liability risks, as well as all liabilities u 
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widely divergent limitations. It was stated in the recent Senate 
hearing that, in the State of New York, liability under a death claim 
may be as high as $30,000 and that a single case of total disability has 
cost $175,000. (Senate hearing on H. R. 9802, 81st Cong., p. 19. 
Under S. 114 no limit would be imposed, and it would apparently be 
possible for State legislatures to increase, at their pleasure, the amounts 
payable from Federal funds on account of war injuries suffered within 
their borders. 

In view of the possibilitv of vast property damage in the event of 
war, perhaps a word should be said as to the practicability of insurance 
against such risks. We think that the possibilitv that losses may be 
suffered of so catastrophic a character as to compel a proportionate 
reduction of all indemnities under policies of insurance furnishes no 
ground for denying property owners the degree of protection that in- 
surance undoubtedly will afford. Against such losses it is plain that a 
$1 billion or $5 billion governmental commitment does not guarantee 
100 percent financial indemnity under all possible circumstaness. It 
is our opinion that policies of insurance should clearly set forth the 
financial limitations of War Damage Corporation and the possibility 
that the insured may be obliged to accept a ratable share of available 
funds. 

Senator ScHorpPen. In other words, you mean there should be 
some provision for prorating those? 

Mr. DovuGcuerry. Yes, sir. 

The factor of civilian and business morale seems to us of vital im- 
portance. A do-nothing or waiting policv would leave business and in- 
dustry without protection at the outbreak of war, if all-out war comes, 
and, incidentally, would leave the Government without current income 
from insurance premiums to help meet public demands for initial 
financial assistance. If that course is followed, we fear that the 
financial problems of property owners in damaged areas will be un- 
necessarily difficult during whatever period may elanse while the extent 
and form of relief to be granted are under congressional consideration. 
Then will follow the delay incident to the organization of administrative 
machinery geared to whatever relief the Congress, after the event, or 
after one or more of a possible series of perhaps widely divergent events 
mav provide. 

S. 1309 closely follows S. 114 and S. 439 in provisions for insurance 
against damage to property. It also makes provision for direct in- 
surance or reinsurance against liabilities imposed under workmen’s 
compensation acts and similar laws for war injuries suffered by work- 
men in the course of their employment. 5. 1309, however, unlike 5S. 
114, provides a basis for premium rates on workmen’s com»vensation 
risks. The testimony of Mr. Franklin J. Marryott, general counsel, 
Liberty Mutual Insurance Co., on April 18, suggests a doubt that 
reinsurance at rates based on estimated risks of loss ‘on all such 
liability’? would meet the requirements of the situation. If the in- 
surers, as a group, are financially unable to meet their probable liabili- 
ties in the event of all-out war, they may be financially unable to nay 
reinsurance rates based on a sound estimate of the risk of such liability 

5. 1309, unlike S. 114 or S. 439, makes provision also for insurance 
or reinsurance against personal injuries or death suffered, in the 
performance of his official duties, by any civil-defense worker as a 
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result of hostile or warlike action. S. 1309 also provides that the 
premium on insurance for civil-defense workers shall be. proportionate 
to the estimated risk. If the risk is very great, the premium will be 
proportionately high. The opportunity to purchase such insurance 
would be useless to a worker who could not afford to pay the premium. 
We fear that making such insurance available, then, would not attain 
what we assume would be the Congressional purpose, to assure every 
civil-defense worker that if he is injured in the line of duty, his country 
will care for him and his dependents. It seems to us that authorization 
of protection for civil-defense workers is somewhat analogous to the 
provision of free life insurance for members of the Armed Forces, and 
may most appropriately be considered as a part of a general plan for 
the protection and relief of workers in war plants and other civilian 
workers who may be disabled by enemy action. 

We feel that the difficult and complex problems involved in the 
prese nt proposals for reinsurance of workmen’s eae nsation risks 
and in provisions for the financial protection of civil-defense workers 
may perhaps be more effectively considered se — ately. I therefore 
concur in the recommendation of Mr. Ralph A. Brooks of the Com- 
merce and Industry Association of New York that if there is a likeli- 
hood that the enactment of property-damage legislation would be 
unduly delaved pending consideration of other proposals, the reactiva- 
tion of the War Damage Corporation be approved with substantially 
its former powers as to property insurance only. In this regard, the 
provisions of all the bills are similar. 

It seems desirable to assure sufficient flexibility in the property- 
insurance plan to enable us to provide a reasonable initial premium 
rate to reflect current conditions, and to provide for payment of an 
additional premium in the event that during the term of any policy the 
United States shall become at war with any 4 power with which 
it was not at war when the are was applied for. 

We recommend approval of S. 439 (or corresponding parts of other 
bills) with the following Saas amendment: 

At the end of line 2, page 35, insert “oeographically ’ after the word 
“establish.” 

In line 3, same page, insert ‘“‘rate or’ after the word “uniform 

After the word “average” in line 6, same page, Insert “present 
prospective,” and substitute the word “risks” for “risk.” 

At the end of line 2, page 4, substitute a comma for the p 
add: 
and may provide for payment of an additional premium in the 
the term of the policy the United States shall become at war wv 
with which it was not at war when the application for insurat 
the initial premium paid. 

Notwithstanding that we favor enactment of 5S. 439, wv 
to administer whatever form of premium insurance progran 
should see fit to entrust to us. 

I would like to say with respect to the amendment 
suggested, that amendment is suggested in the fullness 
to clarify what may be already written into the bills 

The several bills contain a provision for the fixing 
may be sufficient. This amendment would clarify 
to any of the bills as presently written. 
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As to the administration of the program, I would like to add this, 
also. The War Damage Corporation, as operated during World 
War II, is in liquidation, but the liquidation has not been completed 
because of one pending lawsuit. The shell is still there. The capital 
is, up to a million dollars, I believe, still available; and the group, the 
nucleus of the group that operated it during World War Il—we think 
quite successfully—is still available. That is the reason I| especially 
call to the attention of the committee the fact that we feel that we 
can administer any program of premium insurance, whether it be in 
S. 439—which we think is presently probably the one = could be 
most easily administrated—or S. 114, or the other bill, S. 1309. 

(The following was later received for the record: ) 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., April 26, 1951. 


Hon. JosEpH ALLEN FREaR, Jr. 
Chairman, Subcommittee on Securities, Insurance and Banking of the 
Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FREAR: In my preliminary draft of the statement presented 
by me to your subcommittee on April 24, 1951, there was ineluded the following: 

“Obviously, payment of indemnity on account of structures whose immediate 
replacement is not practicable should generally be postponed until materials and 
labor for such purposes become available, or for the duration of war. This can 
be provided for in policies of insurance.”’ 

If you feel that this comment, which was inadvertently omitted in the state- 
ment presented, is pertinent in view of testimony by other witnesses before your 
committee, I shall be glad if you will include it in my statement. 

Sincerely yours, 
James L. DouGHeErry. 

Senator Frear. Senator Schoeppel? 

Senator ScHorppgEL. Mr. Dougherty, I take it you feel that if it 
should become necessary t o provide for all a coverages that have 
been advocated before the seaaadition. and it should be a long-drawn- 
out affair, that Congress should make some effort to approach it 
piecemeal, and reinvoke or reenact the old War Damage Corpora- 
tion Act? 

Mr. Dovauerty. We are very definitely of that idea, Senator 
Schoeppel, because the pattern for the administration of war damage 
insurance, that is, for the placing of policies, for the stipulated pre- 
mium, the administration of such policies, and such a plan of insurance, 
is well known to the War Damage Corporation at present. It could 
be reactivated immediately. It could put this plan into effect and 
then, as the other amendments or additions in the insurance field 
came along, they could be added to the program that is already in 
operation. It seems to us that so far as the morale of the country is 
concerned, property owners, especially, that it would be advantageous 
if there were a system of property-damage insurance in effect now. 

That remark is based upon the fact that during the past, 6, 8, 10 
months, we have received many, many letters from various parts 
of the United States, asking as to the availability of war-damage 
insurance, what the rate would be, could they have an insurance 
policy of $400,000, or some other amount, depending upon the location 
of the factory, and so forth. 

Senator ScHorppe.. I am glad to have your views. 

Now, going to the question of workmen’s compensation, most 
all of the States have laws. If we followed the suggestions which 
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you, in the broadest outline advocate, let me see if I understand you 
correctly: You believe that we should have some Federal law covering 
this or protecting the type of payments. You advocate that they 
should be weekly payments. 

Now, many of the State laws provide for either weekly payments 
or, on proper showing, lump-sum payments. Now, that would 
involve, of course, the abrogation of the State laws where they were in 
conflict with the Federal laws. 

Do you have any suggestions or comments to make on that? To 
what extent should the Federal Government abrogate the State 
laws in this? 

Mr. Dovuguertry. Well, I wouldn't abrogate them; but I think 
would be incumbent upon the Federal Government to modify them 
considerably, Senator, because presently there is no uniformity 
among States as to the maximum recovery from compensation funds 
be they State compensation funds or be they claims against the 
employer, which he has underwritten in some workmen’s compensation 
insurance carrier. There is no fixed upper limit. 

As pointed out in the prepared statement, which | have just read, in 
New York, $30,000 has been recovered on account of the death of a 
worker, and as much as $175,000 has been recovered in the 
of a person who was completely disabled. 

With this character of claim, in many cases the amount would be 
settled by a jury; and juries usually view with some concern and with 
sympathy the maimed worker and the dependents of the one who has 
been killed in a factory; the result being that verdicts are usually 
substantial. 

I think the Federal Government would have to have some knowledge 
of where it was going financially, if it adopted a program of workmen’s 
compensation insurance or reinsurance. 

In other words, the Federal Government cannot leave itself at the 
mercy of 48 States who can change their laws from time to time, and 
increase the amount that might be recovered on account of the death 
or injury of a worker. 

Senator ScHoEPPEL. Do you feel that under the broad powers of 
the Emergency Act the Federal Government could pass such a law, 
and make it stick? 

Mr. Dovuauerty. Well, it could put a limit upon the amount that 
it would pay from Federal funds. It certainly could do that. 

Senator ScHOEPPEL. You would suggest that if it should come down 
to the last course of considering it, it should be approached from that 
angle? 

Mr. Dovauerty. Yes, sir. What we think is dangerous is to leave 
it as wide open as it is stated in the bills here, S. 114, S. 439, and 

1309. 

Senator Scuorepre.. That is all the questions I have 

Senator Frear. Senator Dirksen? 

Senator Dirksen. Mr. Dougherty, the War Damage Corporation 
was really a subsidiary of the RFC; was it not? 

Mr. DovuGuerty. Yes, sir; it was. 

Senator Dirksen. Operated under the same board? 

Mr. Dovucuerty. The same board; yes, sir. 

Senator Dirksen. How many people devoted their full time to the 
affairs of the War Damage Corporation? 
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Mr. DouGuerry. Well, within the RFC, itself, very few. I should 
say, not more than a dozen or 15 people devoted full time to it. 

The program was operated by RFC through the industry. The 
insurance industry of the United States really conducted the war- 
damage program, through an arrangement that we had with it whereby 
it wrote the policies, collected the premiums, serviced the policies, and 
adjusted the losses, subject to approval in special cases. 

It was almost imperative that the Government avail itself of these 
services, because there were no persons in the Government employ 
who were rate-makers, who were adjusters, who could determine 
what a loss is and how it should be adjusted properly. The insurance 
companies have the professional adjusters who could do all of that 
work. So the entire operating functions were performed under our 
supervision by the insurance industry. In the final analysis, before 
they were paid the amount they were to receive under the contract, 
a complete audit was made by the RFC. Our auditing force was 
kept quite busy toward the end of that program. 

That program, by the way, Senator, was extremely successful, at 
least from the Government's point of view. The total premiums col- 
lected were approximately $250 million. The total expense of the 
program was about 38 or 39 million, something of that sort. We 
turned into the Treasury about $210 million at the end of the program. 

Senator Dirksen. You had a field staff, I suppose, doing the audit- 
ing work also; didn’t you? 

Mr. Dovauerry. Our field auditors did it; yes. 

Senator DirksEN. How extensive was it, or did you use your 
regular auditors? 

Mr. Doveuertry. We used our regular auditors. 

Senator Dirksen. In the regional offices? 

Mr. Dovucnerty. Mr. Herd, would you join me here, please? 

Mr. Herd was the executive vice president of the War Damage 
Corporation during the period of its operations; and he can give you 
an idea as to how many fiduciary agents in the industry assisted us, 
and how many audits had to be made. 

Senator Dirksen. Well, I don’t know, Mr. Herd, that we need all 
that detail at the moment. I was trying to get in mind about the 
size of the organization that administered the war damage; that was 
actually on the Federal rolls. 

Mr. Herp. Senator Dirksen, we actually had, in the name of War 
Damage Corporation, one young lady who was acting as secretary 
for Mr. Christiansen and myself; and the rest of the duties were 
spread over the staff of the RFC, the insurance industry, and the 
Federal Reserve bank. 

Senator Dirksen. So there was actually no allocation of expendi- 
tures as between the field staff doing RFC work and War Damage 
Corporation work? 

Mr. Herp. I think the interorganization accounting did burden 
the income of the War Damage Corporation with the proportion of the 
charge of expense incurred in the war damage duties. 

Senator Dirksen. How long did you actually operate? 

Mr. Herp. The enabling legislation was passed in March of 1942, 
but was made retroactive to Pearl Harbor, December 6, 1941. I 
think it was Public Law 516. It provided for the life of the corpora- 
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tion to expire, I believe, July 1, 1945; but that was extended 
1947, June 30. 

Senator Dirksen. Well, it had actually then about 5 years 
active life; did it not? 

Mr. Herp. About 5 vears. 

Senator Dirksen. How do you account for 38 or 40 million of 
administrative expenses? 

Mr. Herp. Well, each of the insurance agents throughout the 
United States was paid a commission for obtaining the application 
for the insurance, and the collection in payment of the premiums 
That commission amounted to 5 percent of the premium, but with a 
limitation of $1,000 in any one account. The fiduciary agents, that 
is, the insurance companies who handled the details from the time 
the application was received, then issued the policies, collected the 
money, banked it with the Federal Reserve System, received 3% 
percent of the premium, but with a limitation of $700 on any one 
account. Over half of that money was refunded to the Government, 
because the commission was received on an out-of-pocket expense 
basis. 

Senator Dirksen. Now, what was the aggregate of claims, some- 
thing in excess of a million dollars; wasn’t it? 

Mr. Herp. I have that here. 

Senator Dirksen. Just roughly. 

Mr. Herp. Youare correct. The claims paid were in the amount of 
$1,201,000. 

Senator Dirksen. What was the nature of those claims that wers 
paid? 

Mr. Herp. Well, sir, the major part of them were in respect of the 
workmen, civilian workmen who were captured on Guam and Wake 
Their tools were their private properties, and it was not until after 
they were repatriated that their claims came in. But we had many 
other claims. I think this may be of interest to you, because of the 
Army and Navy relationship to it. 

When the destroyer Turner, for instance, blew up in New York 
Harbor, it fractured window glass and did damage clear across Long 
Island, the force of that explosion. 

The War Damage Corporation paid those claims, adjusted them 
and paid them, and they ran into many hundreds of claims. None of 
them were sizable, but they were large enough to require attention 

We had a plane taking off from Mitchel Field to intercept an un- 
identified plane that had been reported, and it crashed into one of the 
buildings of Hofstra College; and inasmuch as that was an act resisting 
what was thought at the moment to be an airplane of an enemy, an 
enemy attack, why, War Damage Corporation paid that loss 

Senator Dirksen. It was a little nebulous, was it not? 

Mr. Herp. No. We had fully defined our realm, and it dovetaile 
pretty clearly with the area of the services. We had a cas 10] 
stance, in the Aleutians, where the Navy ordered everybody off 
island, as a defense measure, security measure. When the own 
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Senator Dirksen. In the absence of hostilities, actual hostilities, 
or attack, do you feel that we ought to write some guidelines into this 
bill as to what comes within the purview of liability or not? Because 
1 can envision a thousand different situations that would be highly 
nebulous in character, and would develop some question as to whether 
there was hiability or not. 

Mr. Herp. Well, Senator, 1 am not a lawyer, so that whatever I 
have to say is from the lay insurance viewpoint. I would suggest that 
it would probably be more of a burden to the administrative agency 
to attempt to define the coverage, than it would be to leave it to ad- 
ministrative determination. I will not burden you with it at this 
moment, but as questions arose, and we got toge ‘ther with counsel of 
the various agencies and departments of the Government, we came 
out with interpretations, interpretations of our insurance clause in 
our policy which seemed to dovetail into the practices that were then 
current generally; and so far as I know, we did not get on the grass; 
and they were delighted to have us operate in the field that we con- 
sidered to be our own. 

Senator Dirksen. Of course, so long as we make money off this 
arrangement, nobody quarrels too much; but when they start going 
in the hole, that is quite another thing. 

Mr. Herp. Well, I was in the program practically from the begin- 
ning in the last war; and we were not at all hopeful or ever expected 
to make any money out of it the last time. I certainly would be much 
less hopeful that this time there would be any excess of income over 
outgo. 

Senator Dirksen. What was the premium? 

Mr. Herp. You mean the rate? 

Senator Dirksen. The premium rate. 

Mr. Herp. Well, it varied. It was uniform as to classes of property 
country-wise, but as an example, the rate on a farm for growing crops 
and orchards was the lowest rate, which was 5 cents per $100 of 
insurance. On a dwelling house, the rate was 10 cents per $100 of 
insurance, country-wide.: And on mercantile buildings, it was 20 
cents, but with a reduction for insurance clause which could bring that 
down to 12 cents, unless the property was what we called fire-resistive, 
that is, of superior construction, and then the rate could get down, I 
believe, to 8 cents. 

Senator Dirksen. Mr. Dougherty, I see you suggested the word 
“geographical” to be inserted on page 3 at the end of line 2, reading 
‘“* * * that shall from time to time establish geographically 
uniform rate or rates.” 

Is that to assess a higher risk in the coastal areas much more subject 
to attack than in the interior region of the country? 

Mr. Herp. No, sir. That word is in there really for purposes of 
clarification, Senator. We conceive the program, the property damage 
end of it, as it is embraced in any of these bills, as requiring a uniform 
rate for each class of property country-wide, without any change or 
deviation as to locality. 

Senator Dirksen. Now, what was the limit of your liability? 
This bill says, “District of Columbia, Canal Zone, and the Terri- 
tories”; which would be Hawaii and Alaska and Puerto Rico. 
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Mr. Herp. Well, we had in the enabling legislation for World 
War II 


its Territories and possessions and any territory which shall be considered by the 
President to be under the control and dominion of the United States 

Senator Dirksen. That is how Guam got into the picture? 

Mr. Herp. Guam and Wake were included because they were 
“possessions” of the United States. 

Senator Dirksen. What else is covered? 

Mr. Herp. The Canal Zone, Puerto Rico, Alaska. We had a few 
islands here and there, places where we had installations, and there 
would be contractors doing what we called offshore base work, who 
wished to insure their contracting equipment against war damage. 

Senator Dirksen. Did you have a formal contract with the insur- 
ance companies? 

Mr. Herp. Yes, sir. There was an agency agreement. Each com- 
pany desiring to participate in the program became what we called 
a fiduciary agent. And they assumed responsibilities under the 
fiduciary agent agreement. 

Senator Dirksen. You had a formal contract? 

Mr. Herp. Oh, yes. 

Senator Dirksen. Are there copies available? 

Mr. Herp. Yes, sir. 

Senator Dirksen. I would suggest that at this point copies be inserted 
in the record. 

Senator Frear. We have that, Senator Dirksen. As a matter of 
fact, since you mentioned it, at this point I would like to have per- 


mission to put all of this information sent down by the RFC, pertain- 
ing to this, into the record. 

Senator Dirksen. Fine. 

(The information referred to follows:) 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., December 18, 1950. 
Witutiam F. McKenna, Esgq., 
Senate Office Building, Washington, D. C. 

Dear Mr. McKenna: In accordance with our telephone arrangement, there 
are enclosed copies of the following: 

(1) Original charter of War Insurance Corporation (the name of which was 
later changed to War Damage Corporation). 

(2) Amendment to charter pursuant to act of March 27, 1942, this amendment 
being dated March 30, 1942. 

(3) Amendment to charter dated January 15, 1947. 

(4) Forms of agreement (called. fiduciary agent agreements and participation 
agreements) entered into by War Damage Corporation with the companies that 
acted as underwriting agents. 

(5) Regulations A (effective July 1, 1942) and amendment. 

The Directors of War Damage Corporation are the Directors of Reconstruction 
Finance Corporation. W. Elmer Harber is chairman of both Corporations; 
W. C. Beck, Jr., is treasurer of both Corporations; Willard E. Unzicker is vice 
president of War Damage Corporation; M. W. Knarr, secretary, and E. J. Singer, 
assistant secretary. 

Sincerely, 
R. C. GOopvALe. 


CHARTER OF WAR INSURANCE CORPORATION 


In order to expedite the national-defense program and for the purpose of creat- 
ing a corporation with the powers hereinafter stated pursuant to authority con- 


tained in section 5 d of the Reconstruction Finance Corporation Act, as amended, 
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the creation of such corporation having been requested by the Federal Loan Ad- 
ministrator with the approval of the President, the Reconstruction Finance 
Corporation does hereby create a corporation and declares that: 

First: The name of the Corporation shall be War Insurance Corporation. 

Second: The location of the principal office of the Corporation shall be in the 
city of Washington, D. C. 

Third: The objects, purposes, and powers of the Corporation shall be: 

To provide, through insurance, reinsurance or otherwise, reasonable pro- 
tection against loss of or damage to property, real and personal, which may 
result from enemy attack. 

The Corporation shall have power to do all things incidental to the fore- 
going and necessary or appropriate in connection therewith including, but not 
limited to, the power to borrow and hypothecate, to invest and reinvest its 
funds, to adopt and use a corporate seal, to make contracts, to acquire, hold 
and dispose of real and personal property necessary and incidental to the 
conduct of its business, and to sue and be sued in any court of competent 
jurisdiction. 

Fourth: The Corporation, including its franchise, its capital, reserves, surplus, 
and income, shall be exempt from all taxation (which shall, for all purposes, be 
deemed to include sales, use, storage, and purchase taxes) now or hereafter im- 
posed by the United States, or any Territory, dependency, or possession thereof, 
or by any State, county, municipality, or local taxing authority, except that any 
real property (or buildings which are considered by the laws of any State to be 
personal property for taxation purposes) of the Corporation shall be subject to 
State, Territorial, county, municipal, or local taxation to the same extent accord- 
ing to its value as other real property is taxed. 

Fifth: The Corporation shall be an instrumentality of the United States Govern- 
ment, shall be entitled to the free use of the United States mails, and shall in all 
other respects be possessed of the privileges and immunities that are conferred 
upon the Reconstruction Finance Corporation under the Reconstruction Finance 
Corporation Act, as amended. 

Sixth: The total authorized capital stock of the Corporation shall be $100,000,- 
000, of which $1,000,000 shall be paid in immediately, and the balance as called. 
Such stock shall be of one class, shall have a par value of $1,000 per share, and shall 
be issued for cash only. Reconstruction Finance Corporation shall subscribe for 
all of the capital stock of the corporation and such stock shall not be transferable. 

Seventh: The.Corporation shall not have succession beyond January 22, 1947, 
except for purposes of liquidation, unless it is extended beyond such date pursuant 
to an act of Congress. 

Eighth: The stockholder shall not be liable for the debts, contracts, or engage- 
ments of the Corporation except to the extent of the unpaid stock subscriptions. 

Ninth: The affairs and business of the Corporation shall be managed by a 
Board of Directors who shall be appointed by Reconstruction Finance Corpora- 
tion pursuant to the provisions of this charter and the bylaws of the Corporation 

Tenth: This charter and the bylaws may be amended at any time by Recon- 
struction Finance Corporation. 

In witness whereof, Reconstruction Finance Corporation has caused this charter 
to be signed by its executive officer, the Chairman of its Board of Directors, and 
attested by its Acting Secretary, and has caused its seal to be hereunto affixed 
this 13th day of December 1941. 

RECONSTRUCTION FINANCE CORPORATION, 
By CHARLES B. HENDERSON, Chairman. 

Attest: 

A. T. Horman, Acting Secretary. 


AMENDMENT TO THE CHARTER OF WAR INSURANCE CORPORATION 


teconstruction Finance Corporation hereby certifies that, pursuant to para- 
graph tenth of the charter of War Insurance Corporation and in accordance with 
the provisions of section 5g of the Reconstruction Finance Corporation Act, as 
amended, the charter of War Insurance Corporation was, on March 30, 1942, 
amended by changing paragraph first thereof to read as follows: 

“The name of the corporation shall be War Damage Corporation.’’ 
and by changing paragraph ‘‘Third’’ thereof to read as follows: ‘‘The objects, 
purposes, and powers of the Corporation shall be. 
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e 


“To provide, through insurance, reinsurance or otherwise, reasonable protec- 
tion against loss of or damage to property, real and personal, which may result 
from enemy attack, including any action taken by the military, naval or air forces 
of the United States in resisting enemy attack. 

“The Corporation shall have power to do all things incidental to the foregoing 
and necessary or appropriate in connection therewith including, but not limited to, 
the power to establish, in accordance with section 5g of the Reconstruction 
Finance Corporation Act, as amended, the rates and the terms and conditions 
upon which such protection will be made available, and the power to borrow and 
hypothecate, to invest and reinvest its funds, to adopt and use a corporate seal, 
to make contracts, to acquire, hold and dispose of real and personal property 
necessary and incidental to the conduct of its business, and to sue and be sued in 
any court of competent jurisdiction.’’ 


RECONSTRUCTION FINANCE CORPORATION, 
By CuHarves B. HeNvERSON, Chairman. 
Attest: 
\. T. Horman, Acting Secretary. 
Dated: March 30, 1942 


AMENDMENT TO THE CHARTER OF WAR DAMAGE CORPORATION 


Reconstruction Finance Corporation hereby certifies that pursuant to para- 
graph ‘‘Tenth’’ of the charter of War Damage Corporation, the charter of War 
Damage Corporation was on January 15, 1947, further amended by changing 
paragraph ‘‘Seventh’’ to read as follows: 

“Seventh: The Corporation shall not have succession beyond January 22, 1947, 
except for purposes of liquidation (including the adjustment and payment, not 
later than June 30, 1947, of claims duly presented under subsection (b) of section 
5g of the Reconstruction Finance Corporation Act, as amended).’’ 

RECONSTRUCTION FINANCE CORPORATION, 
By Henry T. Bopman, Vice Chairman. 

Attest: 

A. T. Horman, Secretary. 

Dated: January 15, 1947. 





FipuctARY AGENT AGREEMENT 


This Agreement, made and entered into this day of i 
194__, by and between War DamaGE CoRPORATION, a corporation created by 
Reconstruction Finance Corporation pursuant to Section 5d of the Reconstruction 
Finance Corporation Act, as amended, and having its principal office in Wash- 
ington, D. C., and i 
organized and existing under and by virtue of the laws of the State of 
and having its principal office at : 


WITNESSETH 


Whereas pursuant to Section 5g of the Reconstruction Finance Corporation 
Act, as amended, War Damage Corporation (hereinafter referred to as the ‘‘Cor- 
poration’’), is authorized to provide reasonable protection against loss of or dam- 
age to real or personal property resulting from enemy attack, including any action 
taken by the Military, Naval or Air Forces of the United States in resisting enemy 
attack; and desires to make such protection available to the public through the 
facilities of the hereinafter referred 
to as the ‘Fiduciary Agent”’ 

Now, therefore, in consideration of the premises and of the mutual covenants 
and agreements and upon the terms and conditions hereinafter set forth, the 
parties hereto agree as follows: 

1. The Corporation hereby authorizes the Fiduciary Agent to perform the 
functions hereinafter provided for, subject to the terms and conditions hereinafter 
specified. 

2. The Fiduciary Agent agrees to utilize its offices and facilities to make avail- 
able to the publie the insurance protection furnished by the Corporation. The 


Fiduciary Agent, for and on behalf of the Corporation, shall receive applications 
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for insurance, collect premiums therefor, and issue policies of insurance of the 
Yorporation on forms furnished and prescribed by the Corporation and in con- 
formity with the rules and rates prescribed by the Corporation. The Fiduciary 
Agent may act through its home office or branch offices. In the discharge of the 
duties and obligations arising under this agreement, the Fiduciary Agent shall 
conform to a standard of performance and accuracy reasonably to be expected 
of an insurance company in the administration of its own business and consistent 
with the highest degree of good faith. 

3. The Fiduciary Agent shall (a) deduct from each premium received and pay 
to the producer thereof a service fee equal to five percent (5%) of the amount of 
such premium, but not less than One Dollar ($1.00) for any one policy and not 
more than One Thousand Dollars ($1,000) for any one policy; (b) deduct from each 
premium received an expense reimbursement equal to three and one-half percent 
(346%) of such premium, but not less than Fifty Cents (50¢) for any one policy 
and not more than Seven Hundred Dollars ($700) for any one policy; provided, 
however, that such Fiduciary Agent’s expense reimbursement may be adjusted 
from time to time by agreement between the parties, it being the intention of the 
parties that such allowance shall cover without profit the direct, actual, and neces- 
sary expenses of the Fiduciary Agent in connection with its operations and 
activities hereunder, exclusive of any expenses for executive management or 
expenses normally incident to its regular business. 

4. All premiums received by the Fiduciary Agent in connection with its opera- 
tions and activities hereunder shall be segregated from the funds of the Fiduciary 
Agent and shall be held in trust for the Corporation. Such premiums shall be 
deposited by the Fiduciary Agent in a special bank account (or accounts) to be 
established by the Fiduciary Agent in its own name, designated ‘War Damage 
Account”, in a bank which is a member of the Federal Reserve System or, when 
approved by the Corporation, in another commercial bank. The moneys in 
such account shall be used only for the purposes of War Damage Corporation 
and to that end the Fiduciary Agent is authorized to draw on such account for 
the purpose of paying the service fees and expense reimbursement set out in para- 
graph 3 and to refund return premiums payable to insureds, provided, however, 
the Depositary shall not be responsible for the proper application of any such 
funds. The Corporation agrees to give the Fiduciary Agent appropriate power 
of attorney or authority to deposit in the aforesaid bank account (or accounts) 
checks to the order of the Corporation. The Fiduciary Agent shall make deposits 
to the Corporation’s account at the Federal Reserve Bank as often as required 
by the Corporation but not less often than once a week, provided that moneys 
be maintained with the approval of the Corporation in ‘‘War Damage Account’ 
sufficient to enable the Fiduciary Agent to carry on its daily operations and 
activities hereunder commensurate with the volume of business transacted by it. 

As soon as practicable but in no event later than twenty (20) days after the 
close of each calendar month, the Fiduciary Agent shall transmit to the Corpora- 
tion through the Federal Reserve Bank a report on forms prescribed by the 
Corporation, duly certified by an authorized officer of the Fiduciary Agent. cover- 
ing all collections and expenditures made to the end of the preceding calendar 
month, and shall remit the net balance due according to such report. For the 
purposes hereof the net balance shall mean the gross premiums less authorized 
deductions and return premiums. The Corporation shall make appropriate 
reimbursement to the Fiduciary Agent in the event such report shows a credit 
balance in favor of the Fiduciary Agent as of the end of the preceding calendar 
month. 

5. The Fiduciary Agent shall maintain a complete separate system of books 
of record and accounts covering its operations and activities hereunder. The 
accounting forms used by the Fiduciary Agent and the accounting methods 
employed by it shall be subject to the approval of the Corporation. 

The Fiduciary Agent shall submit to the Corporation not later than the 20th 
day of each month, as of the close of the preceding calendar month, a report on 
forms approved by the Corporation, duly certified by an authorized officer of 
the Fiduciary Agent. covering such statistical information as is available and 
may be required by the Corporation. 

The Fiduciary Agent agrees that the books and records maintained in connec- 
tion with its operations and activities hereunder are the property of the Corpora- 
tion and will at any time within three (3) years after the termination of this 
agreement be delivered to the Corporation on its request, provided, however, 
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that the Fiduciary Agent shall be entitled to full release respecting all matters 
arising under this agreement at the time of such delivery of records. 

The Corporation or its authorized representatives shall at all times during 
the period in which this agreement is in foree, or within three (3) vears after its 
termination, have free access to the Corporation’s books and records maintained 
by the Fiduciary Agent pertaining to its operations and activities hereunder for 
the purpose of making audits or otherwise, and in matters relating to any claim 
for loss the Corporation shall have free access to records pertaining to its opera- 
tions and activities hereunder until final settlement of such claim. The scope of 
all audits of the records referred to in this agreement shall be subject to the 
approval of the Chief Auditor of the Corporation. 

6. In the event the Fiduciary Agent shall receive notice of loss upon any policy 

of the Corporation issued by the Fiduciary Agent, the Fiduciary Agent shall 
promptly notify the Corporation, or its authorized representative, and furnish 
on request appropriate information as to the insurance involved in such loss. 
7. The Fiduciary Agent agrees that while this agreement is in force it will 
not write under contracts of insurance or reinsurance any coverage available 
through the Corporation, except waterborne risks (hull and eargo),’ and trans- 
shipments of cargo in connection with waterborne commerce, and such coverage 
as may be incidental to coverage other than war damage regularly written by 
the Fiduciary Agent. 

8. It is recognized that in the conduct of its operations and activities hereunder 
the Fiduciary Agent shall act in the capacity of agent for the Corporation as 
principal. It is further understood that such Fiduciary Agent undertakes this 
contract in good faith and agrees to carry out the provisions thereof, in so far as 
it may legally do so, to the best of its ability and capacity. 

9. Notwithstanding the provisions of paragraph 3 hereof, in the event that the 
Fiduciary Agent, after giving notice to the Corporation, shall be compelled to 
pay to any state or political subdivision thereof any tax or fee or interest or 
penalty relating thereto claimed to be due by reason of the business transacted 
pursuant to this agreement, the Fiduciary Agent shall be reimbursed by the 
Corporation therefor, and for any special expenses necessarily incurred in con- 
nection therewith. Moreover, if the Corporation shall reject any claim for loss 
under any policy of insurance issued pursuant to this agreement and if legal 
proceedings be instituted against the Fiduciary Agent with respect to such claim, 
or if the Fiduciary Agent shall be obligated to defend any legal suit or proceeding 
on account of its action in rejecting any application or failing to issue any policy 
or in canceling any policy, or in°denying the payment of any return premium, 
the Corporation shall, upon due notice at its expense, defend such proceeding 
and if ia any such proceeding the Fiduciary Agent be compelled to make payment, 
the Corporation shall reimburse the Fiduciary Agent for the amount thereof, 
provided always the action of the Fiduciary Agent complained of shall have been 
consistent with the standard of performance required hereunder. In any of the 
foregoing cases, the Fiduciary Agent shall render to the Corporation such reason- 
able cooperation and assistance as the Corporation may require. 

10. This agreement shall take effect as of the date executed by the Corporation 
and continue in force until terminated by either party by giving at least thirty 
(30) days’ written notice by registered mail to the other party stating the effective 
date and time on which this agreement shall terminate. 

11. The term “Fiduciary Agent,’ as used herein, is intended merely to designate 
the name of the party and shall not be construed as imposing any special obliga- 
tions or responsibilities except as herein provided. 

In Witness Whereof, the parties hereto have caused this instrument to be 
executed by their respective duly authorized officers or representatives and to 
be delivered as of the day and year first above written. 


War DAMAGE CORPORATION, 


Attest: 
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War DamaceE CorpPoRATION REGULATIONS, RULES, AND RATES 


All quotations for insurance under policies to be issued by War Dam- 
age Corporation shall be made subject to the regulations herein set forth 
and all policies of insurance shall be issued in accordance therewith. 
Such regulations are subject to change or amendment upon publication 
by War Damage Corporation. Notice of such change or amendment 
will be given to fiduciary agents. 


REGULATIONS A—EFFEcTIVE JuLy 1, 1942 
FOREWORD 


War Damage Corporation.— War Damage Corporation is a corporation created 
by Reconstruction Finance Corporation pursuant to section 5d of the Recon- 
struction Finance Corporation Act, as amended, herein called the Corporation. 
Pursuant to section 5g of the Reconstruction Finance Corporation Act, as amend- 
ed, the Corporation is authorized to provide reasonable protection against loss of 
or damage to property, real and personal, which may result from enemy attack 
(including any action taken by the military, naval, or air forces of the United 
States in resisting enemy attack). The Corporation is prepared to offer such 
protection in accordance with the regulations set forth herein, as may be amended 
from time to time by the Corporation. These regulations contain appropriate 
instructions to producers and fiduciary agents regarding the issuance of policies 
of insurance by the Corporation. Inquiries of producers concerning these regu- 
lations or any other matters relating to the Corporation’s program should be 
directed to a fiduciary agent. 

Territory.—For the present, insurance will be written on properties situated in 
the continental United States of America, Alaska, Virgin Islands, Hawaii, Puerto 
tico, and the Canal Zone. 


EXPLANATION OF TERMS USED HEREIN 


Applicant.—The term ‘‘applicant” shall mean any person, public or private, 
including any individual, partnership, corporation, association, State, county, 
municipality, or other political subdivision, having an insurable interest in prop- 
erty eligible for coverage by policies of insurance issued by the Corporation 
pursuant to these regulations and making application to the Corporation for such 
coverage on the forms of application prescribed by the Corporation. 

Insured.—The term “insured”’ shall mean any applicant to whom a policy of 
insurance is issued by the Corporation in accordance with these regulations. 

Producer.—The term “producer” shall mean (a) any authorized insurance 
broker or (b) any agent of a fire insurance carrier which has been appointed by 
the Corporation as its fiduciary agent, provided that such insurance broker or 
such agent is duly licensed in accordance with the legal requirements of the State, 
Territory, or district in which he acts as a producer. 

A direct writing mutual company or reciprocal exchange appointed by the 
Corporation as its fiduciary agent may also act as a producer and may also des- 
ignate another direct writing mutual company or reciprocal exchange as a pro- 
ducer, provided any such producer so designated shall be licensed as an insurer 
in the jurisdiction where it acts as a producer 

Fiduciary agent.—The term ‘‘fiduciary agent”’ shall mean any insurance carrier 
capital stock insurance company, mutual insurance company, or reciprocal ex- 
change) which has been specifically appointed by the Corporation to act as its 
fiduciarv agent under a “fiduciary agent agreement.’ Each fiduciary agent so 
appointed is empowered to reccive applications and remittances covering pre- 
miums, to issue policies, and otherwise to transact such business of the Corpora- 
tion in accordance with these regulations. 


RULES 
Iss {ance of policies 
Rule 1.—Policies may be issued only through a fiduciary agent. 


, 


Only one policy permissible 


{ule 2.—Only one policy shall be permitted to the insured on any one property 
or group of properties, if written blanket) and only one policy shall be permitted 
to the su4re 1 for any of the following types of coverage: 
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1. Properties at fixed locations, and vehicles when specified 
pleasure aircraft or water craft while laid up ashore or afloat 
cation WDC Form No. 2. 

2. Property in transit. (See application WDC Form No. 3 

3. Builders’ risk on hulls. (See application WDC Form No 

1. Cargo stored afloat. (See application WDC Form No. 5 

5. Hulls. (See application WDC Form No. 6. 

6. Growing crops and/or orchards. (See application W D¢ 

A pplicati n for cover age 

Rule 3. The applicant shall apply for insurance through a1 1 h 
appropriate application forms prescribed by the Corporatio hree copies of 
the application and, in any proper case, six copies of the sched DC Form 
No. 11) shall be signed by the applicant. The forms of 1 | 
plied in sets, consisting of three numbered copies of the 
and 3) and three attached tickets (Nos. 4, 5, and 6) whic! 
upper part of the application. The producer shall complete thé 
ticket forms in one operation, complete and attach the copies of 
any), and retain the No. 3 copy of the application. No. 1 
the application and all three copies of the ticket shall be ma 
agent. 

“Construction” and “‘occupancy”’ classification code numb are specified in 
appendix A (which is made a part of these regulations) for each class of property 
or ris} The producer shail insert in the spaces provided therefor in the appli- 
eation and the schedule (if anv) the proper code numbers ‘The producer shall 
also insert in the space provided therefor in the application 
any) the appropriate coinsurance percentage as explained 
Applications transmitted by the producer to the fiduciary a hall be aecom- 
panied by cash, money order, or check in full payment of the required premium. 
Money orders and checks shall be drawn to the order of the fiduciary agent 
which the application is transmitted. ‘The application and the 
a copy of which shall be attached to and form a part of the ] 
the only description of the property insured, and the producer 
that the application contains all descriptive information requi 


Effective date and term of insurance 

Rule 4. The prod ecer’s acceptance of the application does not cor 
The insurance applied for shall take effect on the “effective date, 
ard time, at the place where the property is located, and shall 
months thereafter at the same hour. For term of transit risk coverage, 
plication WDC Form No. 3 For cancellation provisions, see rule 6 
application has been properly completed and is accompanied by full 
premium, the “effective date’’ shall be the date on which the appl 
ceived and date-stamped by the fiduciary agent (but in no eve 
July 1, 1942), unless a later date is requested in the applicatior 


Pelicy form and cove rade 


Rule 5. Insurance will be written only on the form of policy prescribed by the 
Corporation. (See specimen form of policy, WDC Form No. 1, appended to 
these regulations. The policy will cover only direct physical loss of or damage 
to the property insured. The policy does not provide consequential coverage, 
such as use and occupancy, rent and rental value, or coverage for other indirect 
losses, 


Cancellation 

Rule 6. The policy may be canceled, upon the request of the insured and sur- 
render of the policy, only in case of change in ownership of the property or the 
insured’s interest therein. If the policy is issued in violation of these regulations, 
the policy may be canceled by the Corporation by delivering or mailir 
insured and to the loss payee (if any) at the address given in the application, 5 
day:’ written notice. In the event of cancellation, the prorata ‘net premium” 
shall be returned. 


y tO tne 


Net premium 

Rule 7. The term ‘net premium’’ shall mean: the gross premium less the 
producer’s service fee (5 percent, subject to the minimum and maximum pro 
vided in rule 13), and (b) the fiduciary agent’s expense reimbursement (3!5 percent, 


subject to the minimum and maximum allowable in accordance with the ‘‘fiduciary 
agent agreement” 





136 WAR DAMAGE CORPORATION ACT OF 1951 


Reduction of or addition to policy amount 


Rule 8. The policy may, upon application, be reduced in amount in the event 
that the insured disposes of or changes his interest in any of the property covered 
by the policy and the return premium due the insured shall be calculated on a 
pro rata net premium basis. The policy may, upon application, and upon pay- 
ment of the proper premium, be increased in amount, subsequent to the effective 
date, to cover property in additional amounts or at additional locations. Report- 
ing forms of policies will not be issued. No producer’s service fee or fiduciary 
agent’s expense reimbursement shall be paid on additional premiums. No pay- 
ment shall be required by or made by the Corporation where the additional or 
return premium is less than 50 cents. (For application forms covering reductions 
or additions, se WDC Form Nos. 8 and 9) 


Blanket insurance 


Rule 9. Where more than one property is under the same ownership whether 
at one or more locations, all such properties may be insured under one policy for 
an amount of insurance covering blanket on all such properties, provided the 
application (and the schedule, if any) shall set forth the approximate distribution 
of the total coverage on all such properties according to the respective States, 
Territories, possessions, and coded cities of location. The rate for blanket insur- 
ance shall be the rate for the highest rated building or location. The pro rata 
distribution clause in the policy applies with respect to blanket insurance written 
subject to less than 90 percent coinsurance. 


Owners of mortgage or financial interests 


Rule 10. Policies may be issued to mortgagees or other holders of security or 
financial interests in property eligible for coverage under these regulations. The 
rate shall be determined according to these regulations on the basis of the coded 
classification of the property and risks covered and the coverage shall be subject 
to all the conditions of the policy. If blanket policies are issued covering mort- 
gagee or other financial interests, the provisions of these regulations relating to 
blanket insurance shall apply. (See rule 9.) 


Loss-payable clause 


Rule 11. The application forms include a loss-payable provision, and in any 
case where the applicant desires that payment under the policy be made to any 
party in interest in addition to the insured, the loss-payable provision must be 
completed property. No mortgagee clause will be attached to the policy. 


Loss adjustments 


Rule 12. In the event of loss, the insured shall give immediate written notice 
to the fidiciary agent through which the policy was issued, and the insured shall 
comply with the provisions of the policy relating to requirements in case of loss. 
Adjustment and settlement of the loss will be effected in accordance with the 
Corporation’s established procedure. 

Service fee to producer 

Rule 13. The service fee to the producer shall not exceed 5 percent of the 
premium, with a minimum fee of $1 per policy, and a maximum fee of $1,000 per 
policy. The service fee shall not be deducted from the remittance which accom- 
panies the application. The service fee may be paid on each policy issued, and 
shall become due upon the issuance of the policy and shall be payable on or before 
the 20th of the month following. Service fees shall be paid on renewals. Service 
fees may be paid only to producers. (For provisions relating to service fees in 
connection with additional or return premiums, see rule No. 8.) 


Minimum premium 
Rule 14. The minimum premium shall be $3 per policy. 


Other insurance 


Rule 15. The other insurance clause of the policy provides that if there is any 
other insurance covering the property, whether prior to, subsequent to, or simul- 
taneous with the insurance under the policy, which in the absence of the insurance 
under the policy would cover the loss or damage covered by the policy, then the 
insurance under the policy becomes excess insurance and does not apply except 
over and above such other insurance. 


Reporting forms prohibited 
Rule 16. Reporting forms of policies will not be issued. 
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Limits of coverage for vessel properties and cargoes stored on vessels 

Rule 17. Insurance provided by the Corporation covers the vessels or craft or 
cargo hereinafter described while confined to the limits of the harbors or other 
inland waters of the United States, as defined in section 2 of the act of Congress 
of February 19, 1895, and set forth in the Pilot Rules for Certain Inland Waters 
as issued by the Department of Commerce, or while confined to the Great Lakes 
(including the waterways connecting them, and their harbors and tributaries in 
the United States), or while confined to harbors and inland waters of the Canal 
Zone, Puerto Rico, Virgin Islands and Territories of Hawii, and Alaska: 

(a) Vessels used exclusively for storage, housing, manufacturing, or gen- 
erating power. 

(b) Pleasure craft (including vessels utilized for pleasure fishing, but exclud- 
ing those employed in commercial fishing), but only while laid up afloat or 
ashore. 

(c) All vessels or craft while under construction until delivery by the 
builder or sailing on delivery or trial trip, whichever shall first occur. 

(d) Cargoes on vessels described in (a) above. 


Policy exclusions 


tule 18. Unless otherwise specifically provided in writing thereon in accord- 
ance with these regulations, the policy shall not cover accounts, bills, currency, 
deeds, evidences of debt, securities, money, bullion, stamps, furs, jewelry, precious 
and semiprecious stones, works of art, statuary, paintings, pictures, etchings, 
antiques, stamp and coin collections, manuscripts, books and printed publications 
more than 50 years old, models, curiosities, objects of historical or scientific inter- 
est, pleasure water craft, pleasure aircraft, standing timber, growing crops, 
orchards, or any real property which is not a part of a structure or building. 
Provisions for coverage by separate application or endorsement with respect to 
some of the foregoing excluded types of property are set forth in rule 23, rule 
24, rule 25, rule 26, and rule 27. These regulations make no provision for insur- 
ance with respect to other excluded types of property. 


Rates 


Rule 19. The rates for coverage under the policy shall be determined according 
to the construction classification, occupancy classification, and coinsurance 
requirements, all as set forth in appendix A which is made a part of these regula- 
tions. The producer shall determine the proper rate for the coverage applied 
for under the application and shall insert such rate in the appropriate space 
provided on the application and the schedule (if any». (For provisions relating 
to construction codes, see rule 20; occupancy codes, see rule 21; coinsurance 
requirements, see rule 22. 

Construction codes 

Rule 20. The producer shall insert in the proper space on the application and 
the schedule (if any) the appropriate construction classification code number, in 
accordance with the construction classification code numbers set forth in appendix 
A which is made a part of these regulations. In the case of’a risk composed of 
different classes of construction, if not less than 75 percent of the total floor area 
(including basements) is of one class of construction, the risk may be coded 
according to such predominating class of construction. Otherwise, such risk 
must take the class rate of the higher rated class of construction. The term 
“risk”? shall mean a single building, or a group of buildings, and contents situated 
at one location. 


Occupancy codes 


Rule 21. The producer shall insert in the proper space in the application and 
the schedule (if any) the appropriate occupancy classification code number in 
accordance with the occupancy classification code numbers set forth in appendix 
A which is made a part of these regulations. 


Coinsurance clause 
Rule 22. The coinsurance clause contained in the policy does not apply to 
dwellings or farm properties, nor to the types of property described in rule 23, 
rule 24, rule 25, and rule 26. 
Coverage for commercial furs, jewelry, art objects, and the like 
Rule 23. Furs and jewelry of commercial dealers, and works of art, statuary» 
paintings, pictures, etchings, antiques, stamp and coin collections, manuscripts, 
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books and printed publications more than 50 years old, models, curiosities, and 
objects of historical or scientific interest, when owned by commercial dealers, 
cultural institutions, or, when open for public display, by private persons, may 
be specifically covered, provided the application or the schedule attached thereto 
sets forth separately the description, location, and the amount of coverage of 
the property to be so covered. The limit of coverage shil be $5,000 for any 
one article and the limits of coverage for any one interest at any one location 
shall be as follows: 


Works of art, statuary, paintings, etchings, pictures, and antiques - $100, 000 
Jewelry _ - oe : : 100, 000 
PMNS ons _ 100, 000 
Stamp and coin collections, manuscripts, and books and printed publica- 

tions more than 50 years old 100, 000 
Models, curiosities, and objects of historical or scientifie interest 100, 000 


In any such case the fiduciary agent shall attach to the policy a separate endorse- 
ment (or endorsements) extending the coverage of the policy to include each type 
of such property so listed in the application and/or the schedule, subject to the 
foregoing limits of coverage. Such endorsement shall also state that the coinsur- 
ance clause and pro rata distribution clause, both of which are a part of the 
policy, shall not be applicable to the property covered under the endorsement. 
Such endorsement shall be in the form set forth in rule 27. 

Coverage for privately owned furs, jewelry, art objects, and the like 

Rule 24. Furs, jewelry, works of art, statuary, paintings, pictures, etchings, 
antiques, stamp and coin collections, manuscripts, books and printed publications 
more than 50 years old, models, curiosities, and objects of historical and scientific 
interest, when privately owned, may be specifically covered, provided the applica- 
tion or the schedule attached thereto sets forth separately the description, loca- 
tion and the amount of coverage of the property to be so covered. The limits of 
coverage shall be $5,000 for any one article and a total of $19,000 for any one 
interest with respect to any and all of the foregoing types of property. In any 
such ease the fiduciary agent shall attach to the policy a separate endorsement 
(or endorsements) extending the coverage of the policy to include each type of 
such property so listed in the application and/or the schedule, subject to the 
foregoing limits of coverage. Such endorsement shall also state that the coinsur- 
ance clause and pro rate distribution clause, both of which are a part of the 
policy, shall not be applicable to the property covered under the endorsemen* 
Such endorsement shall be in the form set forth in rule 27. 

Coverage for pleas ire water craft and pleas ire aircraft 

Rule 25. Pleasure water craft and pleasure aircraft may be specifically covered 
while laid up ashore or afloat provided the application or the schedule attached 
thereto sets forth separately the description, location, and the amount of coverage 
of the property to be so covered. The limit of coverage shall be $10,000 for any 
one craft. In any such case the fiduciary agent shall attach to the policy a 
separate endorsement (or endorsements) extending the coverage of the policy to 
include each type of such property so listed in the application, subject to the 
foregoing limit of coverage. Such endorsement shall also state that the coinsur- 
ance clause and pro rata distribution clause, both of which are a part of the policy, 
shall not be applicable to the property covered under the endorsement. Such 
endorsement shall be in the form set forth in rule 27. 


Coverage for growing crops and orchards 


Rule 26. Growing crops and orchards may be specifically covered, provided 
the separate form of application for insurance covering growing crops and orchards 
is completed by the applicant. The limit of coverage shall be $100,000 for any 
one interest. 


Form of é ndorse ment for ert luded prope rty 


tule 27. All endorsements attached to the policy for coverage pursuant to 
the provisions of rule 23, rule 24, or rule 25, shall be in the following form: 


‘This policy is hereby extended to cover 
(Insert description of property 
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clause contained in this policy are not applicable to the property covered 
by this endorsement. All other terms and conditions 
remain unchanged. 


of thi 


Authori 

“by 
The dollar amount which shall be inserted in the blank space 
form of endorsement shall be the amount of coverage applicabl 
described in such endorsement, or the limit of coverage s 


rule 24, or rule 25, as the case mav be, whichever is the lesser 


Ex planation of pro rata distribution claus 


Rule 28. The effect of the pro rata distribution clause is 
tionately the amount of insurance where more than one | 
place is covered under one blanket amount This clause has th 
the total amount of the insurance in the proportion that the valu 
structure or place bears to the total value of all buildings, str 
insured. The following is an illustration: 

If there is $100,000 worth of merchandise in two build 
ance is in force in the amount of $50,000, and if the valu 
the two buildings as follows: 


In building A— Value $79 


In building B— Value 25 


) 


Total value 100 


the pro rata distribution clause distributes the $50,000 


75/100 of $50,000 in building A 
25/100 of $50,000 in building B 


In other words, the effect of the pro rata distribution clau 
property owner had carried insurance under two spec 
covering in building A, and one for $12,500 covering in 


one $50,000 blanket amount 
Er planation of coinsurance clause 

Rule 29. The effeet of the coinsurance clause 
the insurance. The following is one illustratior 
Value S10) 
Insurance required by (50 percent 
Insuranee actually carried 


Loss 


» 


In this case, the property owner has carried sufficient 
} 


the 50 percent coinsurance ¢ lause and, t 
in full 
The following is another illustration: 


ere fore : the ] 


Value S10 
Insurance required by (50 percent) coinsurance clause ) 
Insurance actually carried 2 


Loss b 1 


oY 


O00 
OOO 


OOO 


OOO 
OOO 
OOO 


000 


000 
OOO 
500 


lL, OOO 


In this ease, since the property owner has carried only one-half of the required 
’ t . e { 
amount of insurance, he would collect but one-half of his los he property 


owner would then recover only 50 percent of his loss, or $500 
In the case of a total loss under either illustration, the property 
collect the face amount of the policy. 


APPENDIX A 


Pate schedule See pages 2 to 5 inelusive 
Construction code. For the purpose of determin 
shall be coded as to construction as follows: 


Coverage on or in buildings or structures of fire 
cording to fire insurance standards 

Coverage on or in buildings or structures of any 
property in the open 


S5516—52 10 
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In the case of a risk composed of different classes of construction, if not less 
than 75 percent of the total floor area (including basements) is of one class of 
construction, the risk may be coded according to such predominating class of 
construction. Otherwise, such risk must take the class rate of the higher rated 
class of construction. (See rule 20.) 

(The term ‘‘risk’’ as used herein may be construed to mean a single building, 
or a group of buildings, and contents situated at one location.) 

Coinsurance credits.—Rates are based upon the use of the 50 percent coinsurance 
clause, which is the minimum permissible, except as otherwise specifically provided 
herein: 

For 80 percent coinsurance clause, deduct 30 percent from the base rate. 
For 90 percent coinsurance clause, deduct 35 percent from the base rate. 
For 100 percent coinsurance clause, deduct 40 percent from the base rate. 

Sprinkler credit.—If not less than 75 percent of the total floor area (including 
basements) of the risk is equipped with a system of automatic sprinklers, deduct 
10 percent from the base rate. 

Blanket polictes.—Blanket policies take the rate of the highest rated building 
or location. (See rule 9.) 


Rate schedule 


| Rates are for building and contents unless otherwise noted— Minimum premium of $3 per policy] 


Annual rates per $100 of insurance 


oceu- | fom: a 
pancy “en With Coinsurance of— 
code ta No Co- 
No N, , insur- 
— ance 50 per- | 80 per- | 90 per- 100 per- 
cent cent cent cent 
Dwellings and their contents 01 lor2 0.10 2) (2) (7) | (3) 


Dwellings comprising less than 5 
family units including private ga- 
rages, out-building and private 
passenger automobiles) (use appli- 
cation WDC Form No. 2) 
Farm properties and their contents 02 lor 2 10 (?) (?) 
Farm properties and their con- 
tents shall include private garages, 
private barns and out-buildings, 
farm implements, livestock, and 
motor vehicles used for farm or 
pleasure purposes) (use application | 
WDC Form No. 2 





Churches, hospitals, educational or NS 03 1 $0. 10 $0. 07 | $0.065 | $0.06 
cultural institutions, libraries, mu- S 03 1 09 . 063 059 054 
seums, public buildings (use appli- | NS 038 2 15 105 OVS | 09 
cation WDC Form No. 2) 03 | 2 .135 .095 | =. O88 Os1 

Apartments, hotels, offices, mercantiles, NS 04 | 1 | 15 105 098 | 09 
warehouses and other buildings not | S 04 1 | 135 095 O88 | O81 
used for manufacturing (use applica- | NS 04 2 . 20 14 i3 | 12 
tion WDC Form No. 2) S 04 | 2 | .18 126 | 117 | 108 

Manufacturing plants, piers, wharves, | NS 05 1 | 20 14 | 13 12 
bridges, and structures not otherwise S 05 1 18 126 | 117 | 108 
specifically provided for (use applica- | NS 05 | 2 30 21 | 195 | 18 
tion WDC Form No. 2) S 05 2 | 27 | 189 | 176 | 162 

Street railway and railroad properties |f NS 06 lor2 | | fr 195 | 18 
except trackage and roadbeds and |\ S 06 | 1 or 2 | 27 | 189 | 176 | 162 
rolling stock and their contents) (use | | | 
application WDC Form No. 2). | | | 

Rolling stock (use application form | __ fp a eg ae .175 . 163 15 
No. 2). 

Trackage and road beds (use applica- Daido abeel deeb scans a . 07 . 065 . 06 
tion WDC Form No. 2). 

Builders’ risk shall take the rate appli- | | 
cable to the completed building or 
structure (use application WDC | | | 
Form No. 2). | | i 


See footnotes at end of table. 
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Rate schedule—C ontinued 


Annual rates per $100 of 


insura 


Occu- Con- 


pancy struc- 
code tion No co- 
- code NO CO 
No.! No insur- 
ar ance 50 per- | 80 per 
cent cent 


With ¢ 


Floaters (floater policies shall cover 
movable property at any location, 
but shall not cover while in transit) 
(use application WDC Form No. 2). 

Motor vehicles, except those herein- 
above provided for under dwellings 
and farm properties (use application 
WDC Form No. 2). 

Growing crops and orchards (use ap- 
plication WDC Form No. 7). 

Transit Risks (use application WDC 
Form No. 3) 

Insurance to be applied for on the 
basis of 
(a) The highest of items (a), 
(b), and (c) of the applica- 
tion in the case of a 12 
months’ policy; or 
(6b) Item (d) of the application 
in the case of a 3 months’ 
policy issued to an appli- 
cant who has been in 
business for less than 3 
months; or 
(c) Item (e) of the application 
in the case of a trip risk. 
Vessels: 
Commercial hulls 
All metal (including hull, deck 
and superstructure) 
Others 
(Use application WDC 
Form No. 6. 
Builders’ risk 
All metal (including hull, deck, 
and superstructure) 
Others 
(Use application WDC | 
Form No. 4 
(Premiums calculated on com- 
pleted price.) 

Cargo stored afloat 

All metal (including hull, deck, and 
superstructure) (use application 
WDC Form No, 5 

Others (use application WDC 
Form No. 5) 

Publicly or privately owned utilities, 
such as light, water, heat, power and 
communication systems, including 
transmission lines, underground pip- 
ing, Wiring and conduits (use applica- 
tion WDC Form No. 2) 

Furs, jewelry, art objects, and the like 
(use application W DC Form No. 2 : lor2 

Pleasure aircraft or pleasure water craft 


(use application W DC Form No. 2) 16 lor2 


1 NS, without automatic sprinklers; 8 


tS) 8, with automatic sprinklers. 
? Coinsurance does not apply 


2100 percent coinsurance mandatory 





Alat 


Alaska 


al 


n 


Arizona 
Arkansas 
Calif 


4 


ornla 


Colorado 


Connet 


Del 


Distri 


Flo 


} 
1 


i 


ticut 


iwar©re 


of Columbia 


in Islands 


WAR 


DAMAGE 


CORPORATION ACT 


OF 


1951 


Coded city, State, Territory and possessions codes 


Ol 
02 
OS 
04 
O5 
06 
O7 
OS 
09 
10 
11 
12 


14 


Birmingham 


Remainder of St: 


Los Angeles. 
Oakland 


San Francisco 


Remainder of Sts 


Denver 


Remainder of St: 


Atlanta 


Remainder of St 


nicago 


f 


Cc 
R 
I 

R 


‘ 
ndianapolis 
emainder of St 


Louisvilk 
Remainder of 
New Orleans 


a es j fc 
nemainder ol 


Baltimore 
Remainder of § 
Boston 
Remainder of 
Detroit 
Remainder of S 


Minneapolis 


St. Paul 


Remainder of Sta 


Kansas City 
St. Lonis 
: f 


nemainader or ¢ 


mainder of St: 


New Jersey 


New Mexico 
New York 


North Carolina 
North Dakota 
Ohio 


Oklahoma 
Oregon 


Panama Canal Zone 
Pennsylvania 


Puerto Rico 
Rhode Island 


South Carolina 
South Dakota 
rennesset 


rexas 


Utah 
Vermont 
Virginia 
Virgin Islands 
Washington 
West Virginia 
Wisconsin 


W voming 
Blanket 


Floaters 


40 


Jersey City. 
Newark 
Remainder of St 


Buffalo 

New York City 
Rochester 
Remainder of Sts 


| Cincinnati. 


Cleveland 
Columbus. 


| Toledo 


SS& 


Soe Oh 


zs 


mJ) 2s sss 


ORD E 
AREBZLS 


Remainder of St: 


Portland 
Remainder of St: 


Philadelphia. 
Pittsburgh. 


Remainder of St: 


Providence 
Remainder of 9 


Memphis 
Remainder of § 
Dallas 
Houston 

San Antonio. 
Remainder of 


Seattle 
Remainder of 


Milwaukee 


Remainder of State 


cities 


Allocate by 
ind States 
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July 1942 


hi iene Bhan ene ae a 


Gar Damage Corporation 


(A corporation created by Reconstruction Finance Corporation pursuant to Section $4 of the 
Reconstruction Finance Corporation Act, as amended, herein called the “Corperation”) 


WASHINGTON, D. C. 






8 ISSUED TOs ssenciccetenen sn pecieideend tenses 


(herein called the 


i 


INS i ncciscscaccessicias cacti tatecteealocesttilacennediastain céctes 


~ 3n Consideration of the payment of p Ren he Corporation agrees to indemnify the Insured, and 
5 legal representatives, against direct physical losp“oft or darpdge to the property described in the attached application 
6 which may result from ENEMY ATTACK QNCLUPING ANY ACTION TAKEN BY THE MILITARY, NAVAL 
7 OR AIR FORCES OF THE UNITED ISTING ENEMY ATTACK. 

g This insurance shall take eff ffective date herein stated, at noon, standard time, at the place 


9 where the property is located, shal rinate twelve months thereafter, at the same hour 





10 The representations, te: onditions of the application attached hereto shall be a part of this policy, and 
11 except as otherwise herej | this policy shall cover the property described in the application, for the amounts 
12 therein stated, while | the place(s) stated in the application, but not elsewhere. 


13 Assignment of this pgligy shall not be valid except with the written consent of the Corporation 

14 The provisions printed on the following pages are made a part of this policy, and this policy shall also be 
15 subject to such other provisions, stipulations and agreements as may be added hereto, over the signature of a duly 
16 authorized Fiduciary Agent. 


17 In Witness Whereof, the Corporation has executed this policy, but this policy shall not be valid unless 
18 countersigned by a duly authorized Fiduciary Agent of the Corporation 


19 WAR DAMAGE RATION 


retary S. President 


S 


20 Countersigned this ............ day Of .....cc--ccccereseereeereoees i: Winne 


BE expe iieteiceaeapattaneni ic tennisaiaeikaiaaienten 


By 


Nw 
tw 
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Page 2 
23 AMOUNT OF The amount of loss shall not 
24 LOSS exceed the actwal cash value of 
25 the property nor the interest 
of the Insured therein at the time of loss, nor the 
7 amount it would cost te repair or replace the property 
with material of hke kind and quality within a reason- 
able time after the loss. No allowance shall be 
O made for compensation for loss of use, loss of 
profits, loss resulting from delay er deterioration, 
loss or impairment of market, cessation ef work, fixa- 
3 tion ef price or value, interruption of business or manufac- 
ture of occupancy, or for consequential loss. No allowance 
5 shall be made for any increased cost of repair or recon- 
struction by reason of any ordinance or law regulating 
censtruction, use of repair 
CONCEALMENT This policy shall be void if, 
OR FRAUD whether before or. after a loss, 
the Insured has wilfully con- 
cealed or misrepresented any material fact oc circum- 
stance concerning this insurance or the subject thereof, 
or the interest of the Insured therein, of in case 
Sof any fraud or false swearing by the Insured relating 
5 thereto 
PROPERTY Unless specifically provided in 
EXCLUDED writing hereon, this policy shall 
not cover accounts, bills, cur- 
rency, deeds, evidences of debt, securities, money, bullion, 
stamps, furs, jewelry, precious and semi-precious stones, 
works of art, statuary, paintings, pictures, etchings, 
antiques, stamp and coin collections, manuscripts, books 
J and printed publications more than 50 years old, model 
curiosities, objects of historical or scientific interest, pl 
S ure water craft, pleasure aircraft, standing timber, growin, 


7 of a structure or building. 
8 PREMIUM The premium requi 
regulations of 
shall be paid in full prior to the effective, 
tendered in payment of premium and 
ored upon presentation for the full a 
3 policy shall be void. 
PERILS NOT ati 
5 COVERED lia loss caused directly 
y by: 
(a) blackout; burglag, ry, Weft, larceny, pillage or 
looting, sabotage, vand malicious mischief; or 
(bd) neglect of the Ins use all reasonable means 
70 to save and preserve the property after damage resulting 
71 from the perils herein covered. 
72 PRO RATA If any item of insurance covers 
73 DISTRIBUTION blanket in or on more than one 
74 building, structure or place, the 
75 amount of insurance under such item shall attach in or on 
76 each building, structure or place in that proportion which 
77 the value of the property in or on each said building, struc- 
78 ture or place shall bear to the value of all of the property 
79 covered by such blanket item. 
80 This pro rata distribution clause shall not apply if this 
81 policy is subject to 9% or 100% coinsurance. 
8&2 COINSURANCE The Corporation shall not be 
83 liable for a greater proportion 
84 of any loss than the amount of insurance under this policy 
85 bears to the stipulated percentage of the actual cash value 
& of the property described in the application at the time when 
87 such loss occurs, The stipulated percentage shall be 


88 the percentage of coinsurance stated in the application. If 
89 the claim for loss is both less than $10,000 and less than 
90 2% of the total amount of insurance upon the property de- 
91 scribed in the application, at the time such loss occurs, no 
92 special inventory or appraisal of the undamaged prop- 
93 erty shall be required, and if the property described in 
94 the application consists of two or more items, the provisions 
95 of this paragraph shall apply to each item separately. 

% The provisions of this coinsurance clause shall not apply to 
97 dwellings comprising less than five family units, nor to larm 
98 properties 

9 OTHER INSURANCE If there is any other insurance 
100 covering the property insured 
101 hereunder, whether prior to, subsequent to, or simultaneous 
102 with this insurance, which in the absence of this insurance 
103 would cover the loss or damage hereby covered, then the 
104 Corporation shall not be liable hereunder for more than the 
105 excess over and above such other insurance. 

1066 MORTGAGE OR If the application provides that 
107 OTHER INTERES loss hereunder shall be payable 
108 in whole or in part to a payee 
109 other than the I : Insured fai!s to render proof 
110 of loss within the tkpe required by this policy, such payee 
111 shall, upo 

112 proof o: 


praisal, time of payment, and bringing suit. 
This policy may be cancelled 
upon the request of the Insured 


is policy be issued in violation of the regulations 
the Corporation in effect at the time of issuance, 
this policy may be cancelled by the Corporation by 
22 delivering or mailing five days’ written notice to the Insured, 
123 and to the loss payee, if any, at the address given in the 
124 application. In the event of cancellation, the net premium 
125 shall be prorated and returned in conformity with the reg- 
126 ulations of the Corporation. 
127 REQUIREMENTS IN In the event of loss, the Insured 
128 CASE OF LOSS shall give immediate written 
w notice to the Corporation, fur-’ 
130 nish a-complete inventory of the destroyed, damaged and 
131 undamaged property, stating the quantity, cost and actual 
132 cash value of each article and the amount claimed thereon, 
133 and file with the Corporation a proof of loss within 60 days 
134 after the loss, unless such time is extended by the Corpora- 
135 tion in writing. Such proof of loss, signed and sworn to 
135 by the Insured, shall state the Insured’s knowledge and be- 
137 lief as to the time and origin of the loss, the interest 
138 of the Insured and all others in the property, the actual 
199 cash value of each item thereof and the amount of loss 
140 thereto, and all contracts of insurance covering any of such 
M41 property. If required, the Insured shall furnish verified 
142 plans and specifications of any buildings, fixtures or machin- 
143 ery destroyed or damaged; as often as may be required, ex- 
144 hibit to any person designated by the Corporation all that 
145 remains of any property herein govered; submit to examina- 
14% tions under oath by any person named by the Corporation 
147 and subscribe the same; and, as often as may be required, 
148 produce for examination all books of account, bills, invoices 
149 and other vouchers, or certified copies thereof, if originals 
150 be lost, at such reasonable time and place as may be des- 
151 ignated by the Corporation, and permit extracts and copies 
182 thereof to be made, 


(Continued on Page 4) 
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183 APPRAISAL In, case. the. Insured and the: 
A Corporation fail to agree as to 
355 the. actual cash value or the arhount of loss, thén, on 
156 the written demand of either, each shall select a competent 
157 and disthterested appraiser and ootify the other of the ap- 
158 praiser-selected within twenty days after such demand. The 
159 appraisers shall first select a competent and disinterested 
160 umpire, and, in the event.of their failure within fifteen days 
161 to agree upon such umpire, then, on request of the Insured 
162 or the Corporation, such umpire shall be selected by a Judge 
163 of a Federal Court of the district in which the property is 
164 located. The appraisers shall then appraise the loss, stating” 
165 separately actual cash value and loss to each item; and, 
166 failing to agree, shall submit their differences, only, to the 
167 umpire. An award in writing, so itemized, of any two when 
468 filed with the Corporation shall determine the amount of 
169 actual cash value and Jess. appraiser shall be paid by 
170 the party selecting him and the expenses of appraisal and 


184 tainment of the loss is made either by agreement between the 
18S Insured, mortgagee or loss payee, if any, and the Corpora- 
186 tion, expressed in writing, or by the filing with the Corpora- 
187 tion of an award as herein provided, and if the loss shall be 
188 payable to a payee other than the Insured, the amount of any 
189 loss shall be payable to such payee as interest may appear. 
199 SUIT No suit or action for recovery 
191 of any claim, shall be sustain- 
192 able in any court of law. og&quity unless all the require- 
193 ments of this policy shall haveNeen complied with, or un- 
$ after the date of loss 

The Corperation may require 
the Insured an assignment 
against any party for loss to the 
efor is made by the Corporation 
No permission affecting this in- 
surance shall exist, or waiver 


19$ SUBROGATION 
19% 

197 of all right ec 
198 extent that 


valid, unless granted herein or expressed 
hereto. No provision, stipulation or for- 


171 the umpire shall be paid by. the parties equally. 

172 CORPORATION'S It shall be optional with the 
173 OPTIONS Corporation te take all or any 
174 part ef the property at the 
175 agreed value, and also to repair, rebuild, or replace thg 
176 property destroyed or damaged with other of like kind gf 
177 quality within a reasonable time on giving notice of it 

178 tention so to do within thirty days after the receipt o! 

179 proof of loss; but there can be no abandonment 

180: poration of any property. 

181 PAYMENT OF LOSS = Any loss shall 

2! days after 

183 herein provided, is: received by the C 


li the Insured is unable to com- 

ply with any of the provisions 

of this policy applicable to a 
09 loss because of enemy action, occupation or control, the 
210 Insured’s right of recovery shall not be prejudiced, provided 
211 the Insured shall comply with such provisions within a 
212 reasonable time after the Insured becomes able to do so, 
213 but in no event later than six months thereafter 


The Reconstruction Finance Corporation Act, as amended, provides: 

“Sec. 16. (a) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, 
or otherwise, or the acceptance, release, or substitution of security therefor, or 


for the purpose of influencing in any way the action of the corporation, or for the 
purpose of obtaining money, property, or anything of value, under this Act, shall 
be punished by a fine of not more than $5,000 or by imprisonment for not more 
than two years, or both.” 


War DAMAGE CoRPORATION—AMENDMENT TO 


Juty 1, 1942 


REGULATIONS A—EFFECTIVE 


AMENDMENT TO REGULATIONS A 


1. Rule 10 of regulations A is hereby amended to read as follows: 

“RuLE 10—Policies may be issued to mortgagees or other holders of security 
or financial interests in property eligible for coverage under these Regulations. 
The rate shall be determined according to these Regulations on the basis of the 
coded classification of the property and risks covered and the coverage shall be 
subject to all the conditions of the Policy; except that, with respect to any occu- 
pancy classification to which the ‘Coinsurance’ clause contained in the Policy is 
applicable, if the Applicant shall so elect, the Applicant may apply for insurance 
to the full extent of its interest in the property described in the Application and 
in such case, the Application shall set forth the declared dollar amount of the 
Applicant’s interest in the property therein described. The rate for such coverage 
shall be the highest rate applicable to property under the respective coded classi- 
fication as set forth in the Rate Schedule of Appendix ‘‘A’”. The Fiduciary 
Agent shall, in any such case, attach to the Policy the following form of endorse- 
ment: 

“The ‘Pro Rata Distribution’ clause and the ‘Coinsurance’ 
tained in this policy are not applicable. 
this policy remain unchanged. 


clause con- 
All other terms and conditions of 


(Authorized fiduciary nt 


we 
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“If blanket policies are issued covering mortgagee or other financial interests, 
the provisions of these Regulations relating to ‘Blanket Insurance’ shall apply.’’ 
(See Rule 9.) 

2. The limit of coverage set forth in Rule 23 of Regulations ‘‘A”’ shall be inap- 
plicable to ‘“‘Furs’”’ and ‘“‘Jewelry’’ and such property shall be eligible for coverage 
without limitation. The rate for such coverage shall be the rate applicable to 
the appropriate coded classifications in lieu of the rate set forth under Occupaney 
Code 15 in the Rate Schedule of Appendix A. 


9 


3. Regulations ‘‘A’’ are hereby amended by adding thereto the following Rule: 
“COVERAGE FOR STANDING TIMBER 


‘Rue 26.01—Standing timber may be specifically covered, provided the Appli- 
cation (WDC Form No. 2) or the Schedule attached thereto sets forth separately 
the description, location and amount of coverage of the standing timber to be so 
covered. No limit of coverage shall be applicable. The rate for such coverage 
shall be 15 cents, with 100% coinsurance mandatory. In any such case the 
Fiduciary Agent shall attach to the Policy the following form of endorsement: 

“This policy is hereby extended to cover the standing timber described 
in the Application (and the Schedule, if any) which is attached to this 
policy. All other terms and conditions of this policy remain unchanged.” 


(Authorized fiduciary agent) 


“By 


1. Rule 26 of Regulations ‘‘A’’ is hereby amended to read as follows: 

“RvuLe 26—Growing crops and orchards may be specifically covered provided 
the separate form of Application for insurance covering growing crops and 
orchards is completed by the Applicant, such coverage to be at the following 
graduated rates: 5c for the first $100,000, 74sec for the second, 10c for the third, 
12\4e for the fourth, and 15c for all coverage in excess of $400,000; with no 
coinsurance requirements or credits being applicable.” 


Wark DamMaGE CoRPORATION AMENDMENT TO REGULATIONS A—EFFECTIVE 
OcTORER 1, 1942 


tegulations A are hereby amended by adding thereto the following rule: 


REGISTERED MAIL OR EXPRESS COVERAGE FOR MONEY AND SECURITIES (OCCU- 
PANCY CODE 18) 


tuLE 26.02— Money and Securities may be covered under the Policy while in 
transit by Registered Mail or Express (including Registered Airmail and Air 
Express) provided the separate form of Application (WDC Form No. 15) fer such 
tegistered Mail or Express coverage is completed by the Applicant. The terms 
‘Money’ and ‘Securities’ are defined in Item 5 of said Application and the coverage 
limitations are set forth in Condition (b) appearing on the reverse side of said 
Application. The premium for such coverage will be computed on the basis of 
the declaration of maximum estimates of aggregate values of shipments of Money 
and Securities by the Applicant for the full period of twelve months from the 
effective date of the insurance and an adjustment will be made at the end of the 
term of the Policy based upon the written report of the total values of Money 
and Securities actually shipped by the Applicant during such term, all as described 
in Condition (f) appearing on the reverse side of said Application. The rates for 
such coverage are set forth in Item 3 of said Application, as follows: For Money, 
3¢ per $1,000 of total aggregate declared value; for Securities, l¢ per $1,000 of 
total aggregate declared value. Coverage is provided with respect to both of the 
following: CLASS A—Shipments made by, to, or for the account of the Applicant 
CLASS B—Shipments by the Applicant for the account of others. Class A 
coverage is optional. Class B coverage cannot be obtained without Class A 
coverage. The limits of liability are $500,000for Money and $2,000,009 for Securi- 
ties with respect to any one shipment to any one consignee on any one day. The 
Pro Rata Distribution’ clause and the ‘Coinsurance’ clause contained in the 
Policy are not applicable and all other terms and conditions of the Policy are to 
be considered amended and modified to the extent necessary to conform to the 
provisions of said Application.” 
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PARTICIPATION AGREEMENT 


This Agreement, made and entered into this day of . : 
194__, by and between War Damage Corporation, a corporation created by 
Reconstruction Finance Corporation pursuant to section 5d of the ructior 
Finance Corporation Act, as amended, and having its principal office in Washing- 
ton, D. C., and , organized and existing under and by virtue 


of the laws of the State of , and having its principal office at 


> 
veconst 


Witnesseth: 

Whereas, pursuant to section 5g of the Reconstruction Finance Corporation 
Act, as amended, War Damage Corporation (hereinafter referred to as the 
“Corporation’’) is authorized to provide reasonable protection against loss of or 
damage to property, real and personal, which may result from enemy 
(including any action taken by the military, naval or air forces of the | 
States in resisting attack); and 

Whereas, the Corporation has promulgated certain written regulations entitled 
“War Damage Corporation, Regulations, Rules and Rates’’, pursuant to which it 
will issue policies of insurance (said written regulations, including the forms of 
application, the insurance policy and the endorsements made a part thereof, being 
hereinafter referred to as the ‘“‘program’’); and 

Whereas the (hereinafter called the ‘‘Participant’’) has, simul- 
taneously herewith and as a condition hereto, entered into an agreement with 
the Corporation, under which the Participant agrees to utilize its offices and 
facilities to make available to the public insurance protection furnished by the 
Corporation under the program; and 

Whereas it is the desire of the parties hereto that the Participant shall partici- 
pate, in the manner and to the extent herein provided, in the final results of the 
program. 

Now, therefore, in consideration of the premises and of the mutual covenants 
and agreements, and upon the terms and conditions hereinafter set forth, the part- 
ies hereto agree as follows: 

1. The Participant hereby assumes a total obligation (hereinafter called ‘‘Par- 
ticipant’s obligation’’) equal to percent ( %) of ten percent 
(10%) of any net deficit (computed in conformity with the formula stated in 
paragraph 2) incurred under the program, but not more than 

dollars ($ y 

2. All benefits accruing to the Participant and the Participant’s obligation 
hereunder are limited to the program in effect at the time this agreement is exe- 
cuted, but subject to such revisions thereof as the Corporation may make from 
time to time which are not inconsistent with the basie principles embodied in the 
program. For the purpose of this agreement, the results of the program shall be 
computed in conformity with the following formula: 


attack 


nited 


RECEIPTS 


Gross premiums received less return premiums paid 

Other income (exclusive of any payments received by the Corpo- 
ration from the Participant pursuant to paragraph 3 hereof and 
exclusive of payments received by the Corporation in discharge 
of similar obligations undertaken by other insurance carriers 
pursuant to agreements substantially identical with this agree- 
ment entered into with the Corporation, said other insuranes 
carriers being hereinafter referred to as the “other participants’’ 

Total receipts (items 1 and 2 


DISBURSEMENTS 


Commissions paid to producers 
Allowance for expenses to fiduciary agents 
Operating expenses of the Corporation, including amounts paid as 
reimbursement for taxes and indemnifications 
Loss adjustments and loss investigation expenses 
§. Losses 
Total disbursements (items 4 to &, inclusive 
10. Net income or net deficit (excess of 3 over 9 or excess of 


3. The Corporation shall render to the Participant a stat 
with the foregoing formula as of the last day of any calendar 
day of any quarter of any calendar year, as the Corporatior 
such statement shall show that a net deficit exists, ther 
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to the Corporation the amount of Participant’s obligation with respect thereto; 
provided, however, the Participant shall not be required during any calendar year 
prior to final settlement to pay to the Corporation an amount greater than twenty- 
five percent (25%) of Participant’s obligation. 

1. The Participant shall be entitled to a refund of any payment on account of 
Participant’s obligation msde pursuont to paragraph 3 hereof to the extent that 
any subsequent statement as of the end of any calendar year shall disclose net 
income available for distribution to the Participant and to other participants, 
after making provision for losses incurred but not paid. ie 

5. As of a date fixed by the Secretary of Commerce subsequent to the date on [, =e 
which the Corporation shall have discontinued the program, but not later than 
two (2) years subsequent thereto, or as of the date June 30, 1955, whichever date 
is the earlier, a final statement shall be made in conformity with the formula set 
forth in paragraph 2 and a final settlement shall be made in the following manner: 

(a) If such statement shall show a net deficit, the Participant shall pay to the 
Corporation the amount of the Participant’s obligation after crediting thereto 
any amounts which have been paid by the Participant pursuant to the provisions 
of paragraph 3 and not theretofore refunded pursuant to the provisions of para- 
graph 4. If the amounts so credited are in excess of the amount of the Partic- 
ipant’s obligation, then the Corporation shall refund to the Participant the amount 
of such excess. 

(b) If such statement shall show a net income, the Corporation shall pay to the 
Participant an amount not exceeding ________ percent of 10 percent of the amount 
of the net income and in no event more than $__.- Laas , > and, in 
addition, the Corporation shall pay to the Participant any amounts which have i 
been paid by the Participant pursuant to the provisions of paragraph 3 and not oan ae 
theretofore refunded pursuant to the provisions of paragraph 4. 

If at the final settlement date herein stated there shall be losses unsettled or Effective 
in litigation or in process of adjustment, the estimated amount thereof shall be 
included as losses actually paid. d 3 

6. The Corporation may assign this agreement or its interest therein to any Dako i 
other branch or department of the Government, and upon any such assignment mae 0 
the assignee shall acquire all the rights, interests, powers, and privileges of the when 
Corporation hereunder, and shall be bound by all of the duties and obligations OR AIR 
of the Corporation hereunder, it being expressly understood that any such assign- Thi 
ment shall be subject to all the rights, powers, and privileges of the Participant 9 where tt! 
and shall be conditioned upon the assignee’s assumption of all duties and obliga- 
tions of the Corporation hereunder. 

The Participant, with the written consent of the Corporation, may assign this 
agreement or its interest therein and upon any such assignment the assignee 
shall acquire all the rights, interests, powers, and privileges of the Participant 
hereunder, and shall be bound by all of the duties and obligations of the Partici- i = 
pant hereunder, it being expressly understood that any such assignment shall be 5 en 
subject to all the rights, powers, and privileges of the Corporation and shall be a authoriz 
conditioned upon the assignee’s assumption of all duties and obligations of the = b. 
Participant hereunder. Upon the acceptance of such assignment by the Cor- * 18 counters 
poration, the assignor shall be released from any obligation hereunder. 

7. This agreement shall take effect as of the date hereof and continue in effect 
until the end of the program or until June 30, 1955, whichever is the earlier, Attest 
unless sooner terminated by the Corporation as hereinafter provided. This 
agreement shall be terminable by the Corporation at any time upon thirty (30) 4 
days’ notice in writing to the Participant. Upon such termination of this agree- 
ment by the Corporation, the Corporation shall pay to the Participant any 
amount or amounts which have been paid by the Participant pursuant to the 
provisions of paragraph 3 and not theretofore refunded pursuant to the provisions 
of paragraph 4. 
IN WITNESS WHEREOF, War Damage Corporation and 

, have caused this agreement to be executed by their 
respective duly authorized officers, and their respective corporate seals to be 
hereunto affixed, duly attested by their respective Secretaries, or Assistant 
Secretaries, as of the day and year first above written. 

Wak DAMAGE CORPORATION 


Tei 


ISSUED 


The 
except a 
therein : 


Ass 


20 Counter 


By 
By 


Attest: 


Secretary. 
Attest: 


Secretary. 
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eeeTTETER aE 


WDC Form No.1 
July 1942 


No. 567-335-121 


Gar Damage Corporation 


(A corporation created by Reconstruction Finance Corporation pursyant to Section 54 of the 


Reconstruction Finance Corporation Act, as amended, herein called the “Corporation”) 


WASHINGTON, D. C. 


1 ISSUED TO 
(herein called the “Insured” ) 


Mail address 5 ¥ aon onnec 


3 Effective date 


Bn Consideration of the payment of the premium, the Corporation agrees to indemnify the Insured 


legal representatives, against direct physical loss of or damage to the property described in the attached application 
which may result from ENEMY ATTACK INCLUDING ANY ACTION TAKEN BY THE MILITARY, NAVAL 
OR AIR FORCES OF THE UNITED STATES IN RESISTING ENEMY ATTACK. 


This imsurance shall take effect on the effective date herein stated, at noon, standard 
where the property is located, and shall terminate twelve months thereafter, at the same hour 
The representations, terms and conditions of the application attached hereto shall be a part 
except as otherwise herein provided, this policy shall cover the property described in the applicat 
therein stated, while located at the place(s) stated in the application, but not elsewher« 
Assignment of this policy shall not be valid except with the written consent of the ( 
The provisions printed on the following pages are made a part of this policy, and thi 


subject to such other provisions, stipulations and agreements as may be added hereto 


authorized Fiduciary Agent 


Bn Witness Whereof, the Corporation has executed this policy, but thi 


countersigned by a duly authorized Fiduciary Agent of the Corporation 


WAR DAMAGE CORPORATION 


Attest 


A 


20 Countersigned this ll. day of +-'ngutti. 


Secretary 


LAW UNION & ROCK INS. CO., LTO 


(Authorized Fiduciary Agent) 
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} 5 Th : ' wD »RM 
} AMOUNT OF I r t of ; shall not | 8 p percentage of coimsurance stated in the application li NT Tea 2 
LOSS X 1 th ual cash value of | ! is both less than $10,000 and less than Date Deeen! 
intere . the fr urance n the perty a : 
rest of th in insurance upon the property de Deposited 

r the 1 the application, at the time such loss occurs, n 


roperty s ial inventor © appraisal of the undamaged prop APPLICATIO 
a reason- 93 ert hall be r ured, and if the property described ir 
shall be th iCa nsists of two or more items, the provisions 
loss of 5 « his paragraph shall apply to tach item separately 
deterioration, ‘ The provisions of this coinsurance clause shall not app 
of work, fixa- d ings comprising less than five family units, nor tc 
iness or manufac- 3 properties. 
ss. No allowance OTHER INSURANCE If there is any other insurance 
repair or recon- covering the property insured 
law regulating hereunder, whether prior te, subsequent to, or simultaneous 
constructi use or repair with this insurance, which in the absence of this insurance 
CONCEALMENT licy shall be void if, | 103 would cover the loss or dan 


di 
OR FRAUD 


age hereby covered, then the 
fore or after a loss, 04 Corporation shall not be liable hereunder for more than the 
ad 


has wilfully con- excess over and above such other insur e 


any material fact or circum- MORTGAGE OR If the application provides that 

insurance or the subject thereof, OTHER INTERESTS loss hereunder shall be payable 

the the Insured therein, or in case in whole or in part to a payee 

any frau false swearing by the Insured relating other than the Insured, and the Insured fails to render proof 

thereto of loss within the time required by this policy, such payec 

PROPERTY Uniess specifically provided in shall, upon notice, as if named as the Insured herein, rende 
EXCLUDED writing hereon, this policy shall proof of loss as herein specified within sixty days therea 


accounts, bills, cur- and shall be subject to the provisions hereof as to exa 
es, money, bullion, tion under oath, appraisal, time of payment, and bringing suit 
Misprecious stones CANCELLATION This policy may be cancelled 
Statua paintings, pictures, etchings, upon the request of the Insured 
and coin collections, manuscripts, books and surrender of this policy, only in case of change in own 
lications more than SO years old, models, ership of the property, or in the Insured’s interest therein 
objects of historical or scientific interest, pleas- If this policy be issued in violation of the regulations 
craft, pleasure aircraft, standing timber, growing of the Corporation in effect at the time of issuance 
ards, or any real property which is not a part 21 this policy may be cancelled by the Corporation by 
a structure or building delivering or mailing five days’ written notice to the Insured 
PREMIUM The premium required by the and to the loss payee, if any, at the address given in the 
regulations of the Corporation application. In the event of cancellation, the net premium 
shall be paid in full prior to the effective date. If a check is shall be prorated and returned in conformity with the reg- 
tendered in payment of premium and such check is not hon- ) ulations of the Corporation. 
2 ored upon presentation for the full amount thereof, this REQUIREMENTS IN In the event of loss, the Insured 
3 policy shall be void CASE OF LOSS shall give immediate written 
PERILS NOT The Corporation shall not be notice to the Corporation, fur 
COVERED liable for loss caused directly nish a complete inventory of the destroyed, damaged and 


or indirectly by undamaged property, stating the quantity, cost and actual 

it; burglary, robbery, theft, larceny, pillage or cash value of each article and the amount claimed thereon 
tage, vandalism or malicious mischief; or and file with the Corporation a proof of loss within 60 days 
neglect of the Insured to use all reasonable means after the loss, unless such time is extended by the Corpora 
serve the property after damage resulting tion in writing uch proof of loss, signed and sworn t 


sab 


1 the perils herein covered % by the Insured, shall state the Insured’s knowledge and be 


PRO RATA If any item of insurance covers lief as to the time and origin of the loss, the interest 
DISTRIBUTION blanket in or on more than one of tl ured and all others in the proper the actual IF THIS 
building, structure or place, the 3 valu each item ‘ . of los MENT O} 

amount of insurance under such item shall attach in or on t id a ntracts of insurance cover : Avent and 
ea t ing, structure or place in that proportion wh t 1 
the value of the property r on each said building, struc- 2 pla d specifi ’ uildi f ane orn al ener 
place shall bear to the value of all of the property y rd or damaged; as often as may be requ 

such blanket item 1ibit to any person designated by the Corporation 


bmit to examir 


rata distribution clause shall not apply if this mains of any property herein covered; su 
hiect to 90% or ‘ nsuranc¢ ons under oath by any person named by the Cory 


COINSURANCE The rporation shall not be r ibscribe the same; and, as often as may be re 


n 3 n all b of 
proportion 1 f a 1 all books of a 


i 


Jer this policy the uche r certified 
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percentage shall be 
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wae Pens 2 WAR DAMAGE CORPORATION Washington, D. Cc. 


July i 
ir ) 4 c aod 
a  $27— 33-/2/ 
ace above this line for Fi Agent only 
APPLICATION IS MADE FOR INSURANCE AS FOLLOWS: 
Applicant’ William F. and Catherine McKeana 
State whether Individual, Partnership, or Corporation) 


104 Park Avenue, Mesiden, eenabtind 
treet) (Post Office) 
8 Wessex Road, Silver Spring, Montgorery County, ‘Mer ylaod 


Date Premium Insurance Al 
leposited Effective Date 


ert) (City or Town) 


Cr] Amount of Policy T Rate | 


” £9800, 00 


erte 


Wm. F. Carlin, e115 Siamate Avemus, Silver Spring, Meryleod 


Lew Union and Rock Insurance Company Ltd., of Loadoo 


Dwelling —— $8500.00 


Contents —- 800,00, xinciudineconrrsccg cescurtties, oissdia,  eitences: 
ofxiehbtomodc moneys 


) IF THIS APPLICATION HAS BEEN PROPE RLY COMPLETED, AND Is ACCOMPANIED BY FULI PAY 
MENT OF PREMIUM, the ff t e Fid ' 


Agent and date-stamped (but in no event prior to July | 4 ss a later dat q te as f Ww 


Date: July 1, 1943 


em ck ele ae ae Lia 


SEE REVERSE SIDE 
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READ CAREFULLY 


(a)—THIS APPLICATION SHALL BE SIGNED IN TRIPLICATE BY THE APPLICANT. 


(b)—DECRIPTION AND LOCATION 


a fixed location, and/or v cles wh 


the geographical hmuts wm which the ( 


1) hereot w other type 


APPLICATION COVERING MORE THAN ONE PROPERTY OR EXCLUDED PROPERTY 


' ‘ 


y excluded under the pohcy but made 
na edule, WDC Form No. 11 


the required mformation should be 


See ()) hereot.) 


and commission should be shown in the “Amount of Policy 
heation, and the symbol “\ medicating “warsous”) shoul 
various factors are not the same for cach property 
aritten blanket, are m more than one location, a statement « 
surance ate Territories, possessions, and coded cities shall be made a part of the schedule 


(¢d)—OCCUPANCY CODI 


Risks are coded a “ 


ifications, and the appropriate code number according to the Regulatior 


oil + cur Cod m t Item 4 of ths application or on the schedule 


CONSTRUCTION CODE 
Properties hvidec to t classes with respect to construction. The appropriate code number should be imserted 
de” block of Ite ft application or on the schedule according to the followimg codes 


Fire resistive ; 2—Ordmary 


Regulaty f the letails, and 


COINSURANCE 


other instructions if construction is of mixed character 
Item 4 of this application or 


t apply to farm properties or to dwellings which comprise les 


Comsurance clause less higher percentage is selected 


higher Comsurance percentag The Regulations nta 


SPRINKLER CREDIT 
Ye } the “Sy er Credit” block of Item 4 of this application or on the schedule 
answer is “Yes”, a 10% credit is allowed in computing 


BUILDING 
I any binlding or structure on the premises described, any 


mtained in the building or connected therewith w! 


CONTENTS 
T r (except perty defin 
legally hable therefor 

xoved, or mm storage or lor 

s not belong to the applicant 

itified and valued ar 

word 
BLANKET INSURANCE 
Where more ar property ts under th 

© the respect 

an } ’ ughest rated t 
Rata Dist lause in the policy applies th respect to blanket insura ' n subject to less 1 
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153 APPRAISAL In case the Insured and the | 184 tainment of the loss is made either by agreement between the 
154 Corporation fail to agree as to | 185 Insured, mortgagee or loss payee, if any, and th 
155 the actual cash value or the amount of loss, then, on | 186 tion, expressed in writing, or by the filing with t 
156 the written demand of either, each shall select a competent | 187 ti 
157 and disinterested appraiser and notify the other of the ap- | 188 
188 praiser selected within twenty days after such demand. The 189 loss shall be payable to such 

159 appraisers shall first select a competent and disinterested | 190 SUIT 

160 umpire, and, in the event of their failure within fifteen day 191 

161 to agree upon such umpire, then, on request of the Insured | 192 able in any court of law or equit 
162 or the Corporation, such umpire shall be selected by a Judge | 193 ments of this p 

163 of a Federal Court of the district in which the property is | 194 less commenced within t 

164 located. The appraisers shall then appraise the loss, stating | 195 SUBROGATION 

16S separately actual cash value and loss to each item; and, | 196 
166 failing to agree, shall submit their differences, only, to the | 197 
167 umpire. An award in writing, so itemized, of any two when 
168 filed with the Corporation shall determine the amount of 
169 actual cash value and loss. Each appraiser shall be paid by 
170 the party selecting him and the expenses of appraisal and 
- the umpire shall be paid by the parties equally. 202 in writing added hereto. No prov 
72 CORPORATION'S It shall be optional with the | | 3 fe SAO Sie ea RA » 
173 OPTIONS Corporation to take all or any nan onniagioga Sapripesed 
174 part of the property at the ave proceeding on the part of the Cor 

175 agreed value, and also to repair, rebuild, or replace the 9 praisal or to any examination prov 

176 property destroyed or damaged with other of like kind and >) EXTENSION If the Ir 

177 quality within a reasonable time on giving notice of its in- 7 OF TIME ply with 


a 


n of an award as herein pro 


payable to a payee other th 


licy 


of all right of recovery again 

198 extent that payment therefor is made 
199 WAIVER No pern 
200 ‘ 

201 of any provision be valid, unless gr 


178 tention so to do within thirty days after the receipt of th 

179 proof of loss; but there can be no abandonment to the Cor 209 loss because of enemy actio 
180 poration of any property 210 Insured’s ht of recovery shall 
181 PAYMENT OF LOSS Any loss shall be payable sixty 211 the Insur DT tk 
182 days after proof of loss, as | 212 reasonable time after the Insu: 
183 herein provided, is received by the Corporation and ascer- | 213 but in no event later than six m 


Senator Dirksen. Did you make any actuarial endeavor to de- 
termine a rate; or did you just guess at it? 

Mr. Herp. Senator, I had the privilege of testifving before Con- 
gressman Spence’s committee in December, on one of the bills that 
died in the last Congress. I think it would be presumptuous to even 
intimate that there is anvthing actuarially sound about the rates that 
were produced. We gave it the very best judgment, from an insur- 
ance viewpoint, that we could, having in mind that we did not want 
to make the cost unbearable for the individual, but also having in 
in mind that we were hopeful that the premiums that were produced 
would pay the expenses and the losses. 

Senator Dirksen. At best, it is a guess; is it not? 

Mr. Herp. At best, ves, sir. 

Senator Dirksen. Mr. Dougherty, that is the reason for this 
other amendatory language? 

Mr. Dovucuerry. Yes, sir. 

Senator Dirksen. In case that after the negotiation of a contract 
there should be overt hostilities, there would be an opportunity to 
increase the rate? 

Mr. Dovacuerry. Yes, sir. 

Mr. Herp. Could I say a word on that, Senator? 

Senator Dirksen. Yes. 

Mr. Herp. We believe that the person who would step up just as 
soon as war-damage insurance is made available, and buy a policy, 
and who would have that policy at, shall we say, the peacetime rate, Is 
entitled to the protections for the first occurrences that were at that 
rate. But the Corporation felt it ought to reserve the right pros- 
pectively upon notice to increase the premium from a given date to 
the expiration of the policy, if the premium at which it was written 
initially proved to be wholly inadequate for what had occurred 
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Senator Dirksen. What is the case pending at the present time? 

Mr. Dovauerry. In a State court in Indiana. They haven’t yet 
acted onit. It isa case that resembled several other cases which have 
been decided. 

Senator Dirksen. You don’t need to go into detail particularly. 

Now, then, if that had been disposed of, you would have liquidated 
the corporation? 

Mr. DovuGuerty. Yes, sir. 

Senator Dirksen. Now, in view, of course, of the more extended 
coverage that is contemplated in this bill, do you believe this ought 
to be set up as an individual, independent agency of government, 
or should it be continued as a subsidiary of the RFC? 

Mr. Herp. That might embarrass Mr. Dougherty, and I think 
probably 

Senator Dirksen. | have known Mr. Dougherty a long time. 
That would not embarrass him. 

Mr. Doveuerry. That is right. 

Mr. Herp. I cannot speak with any authority, Senator, as to the 
efficiency or the availability or the ability of other agencies to admin- 
ister such a program. However, just based on my experience during 
the last war, the liaison which exists between the RFC and the Federal 
Reserve banking system, and bearing in mind that there is a flow of 
tremendous sums involved in a premium insurance program, I think 
it would be to the advantage of the public and the Government to 
have it in the hands of some agency that is accustomed to handling 
money in conjunction with the Federal Reserve banking system, 
[ don’t know whether that helps or not. 

Senator Dirksen. Let me ask one other question: Why would it 
not be advisable, in view of the standard practice in the commercial 
insurance field, where limits of liability are established, to establish 
limits of liability in the legislation, itself? 

Mr. Doveuerry. I think it should be esti ablished. 

Mr. Herp. I think in Mr. Dougherty’s memorandum is a sugges- 
tion that the present limit of borrowing capacity in respect to this 
particular project, in other words, the $1 billion that was the amount 
that we had in 1942 legislation, was a time when bombing, we felt, was 
a lot more remote than it is today; that is, bombing on these shores 
We feel that that figure is unrealistic. And when you get to that 
point, I would be presumptuous enough to suggest that it would be 
better to establish, say, $2)5 billion up to $5 billion, whatever, in your 
judgment, would be most appropriate; and have that limit clearly 
set forth in any policy that goes out. So that if there should be a 
devastating occurrence, where the integrity of the credit of the 
Government would be at stake, Congress would have a chance to 
take another look at it before it assumed liabilities in addition to the 
original amount that the bill provided for. 

Senator Dirksen. In other words, we appraise the capacity of the 
country to carry a contingent load which might become an ac ‘tual load? 

Mr. Herp. You might have other things that are far more impor- 
tant to the future of the United States than restoring some street and 
sewers and buildings that have been demolished; and you would have 
a chance to look at it before you assumed that lability. 

Senator Dirksen. Is that the figure that you have in mind, 
billion? 
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Mr. Herp. I have in mind 2% billion for the property-damage 
program; and if you gentlemen see fit, in due course, to give favorable 
consideration to the workmen’s compensation end of it, I would set a 
separate figure for that one, and have both programs bookkeeped 
separately, so vou would have a limit as to each program. 

Senator Dirksen. In that event, and this ought not to be addressed 
to you; it ought to be addressed to the Treasury and the Federal 
Reserve Board, would we then have to schedule that 2! billion as a 
contingent lability in our debit sheet? 

Mr. Herp. I guess you would have to ask someone who is more 
acquainted with the Government financing than I. 

Senator DirKsEN. | just want it to appear on the record, as a 
matter for a little exploration. I knew I should not address it to vou. 

Mr. Herp. While the RFC had the authority in 1942, in the act, 
to borrow an additional billion to take care of the prospective opera- 
tions of the War Damage Corporation, I don’t believe they ever 
went to the Treasury to get a nickel on that score. 

Senator Dirksen. Mr. Chairman, I have to make a quorum at 
another meeting. May [ be excused for a little while? 

Senator Frrar. Yes. 

| think if Senator Dirksen had continued, he would have asked all 
the questions I had . mind. However, I do have a couple left. I will 
address them either to Mr. Herd or to Mr. Dougherty. 

Would you recommend the prope sed amage Insurance be written 
by private Insurance companies on behalf of War Damage Corpora- 
tion, as was done in World War IT. 

Mr. Herp. Yes, sir. 

Senator Frear. What would you think of a provision prohibiting 
Federal insurance coverage in any case where private coverage is 
available on reasonable terms? 

Mr. Herp. Are you referring now to property-damage insurance? 

Senator Frear. Yes, property damage. 

Mr. Herp. Well, sir, that would be a matter for congressional 
determination. You do have a pattern to that effect already in your 
marine war-risk legislation, and, I think, in your aircraft legislation 
which was passed recently, as to war risk of American aircraft on 
foreign shores. 

Senator Frear. | am familiar with the marine, but not the aircraft. 

Mr. Herp. Senator, I did not try to evade answering your que stion. 
The difference is that the property-insurance carriers have not, to my 
knowledge, in any substantial way, ever carried war risk on propert 
In other words, we have had a statutory war-risk-exclusion clause in 
the property-insurance policy going back as far as I can remember. 

Now, one or two companies undertook to write war-damage 
nsurance before Pearl Harbor, and continued to write it shortly after 
Pearl Harbor; but the insurance superintendents of the States housing 
those companies, ordered them to discontinue because the \ felt it 
might lead to insolvency of those companies. Those compal lies did 
become fiduciary agencies of the War Damage Corporation in due 
course. 

Senator Frear. Would you prohibit War Damage Corporation 
nsurance if other Federal insurance is available? That touches on 
the same thing. 
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Mr. Herp. My answer to that question is, Senator, that I hope 
that whatever program is devised—I am not addressing myself now 
to the bills before you, but whatever program is devised—you would 
avoid, to the extent possible, overlapping of coverages, or duties of 
agenc les. 

Senator Frear. Well, then, what would you think about the 
Maritime Commission? 

Mr. Herp. That does not in any way conflict, because that is a 
flexible form of coverage that occupies the private field only as the 
private companies retire from it, or withdraw from it. It is not a 
defined form of coverage. 

Senator Frear. Well, we can assume that you would not want to 
take it away from the Maritime Commission? 

Mr. Herp. I would want to be sure of my answer to that question. 

Senator Frear. The Maritime Commission, as I understand it, 
not only had the insurance during war, but is still carrying it on in 
peacetime. 

Mr. Herp. Yes; but it is only to the extent that such insurance is 
not available in the private market. 

Senator Frear. That is right. That is the answer. 

Mr. Herp. And the private insurance market incidentally, in the 
marine end, writes war risk in times of peace and war. It is a routine 
procedure with it. 

Senator Frear. Would you want to take it away from the Maritime 
Commission and give it to the War Damage Corporation? 

Mr. Herp. Well, sir, in the last war, we clearly defined the areas 
in which the Maritime Commission operated, and the War Damage 
Corporation operated; and the functions of the two agencies did not 
overlap. That is set forth in the regulations which were adopted, 
known as regulation A, by the War Damage Corporation. 

Senator Frear. If this be adopted, you favor the continuation of 
the same policy? 

Mr. Herp. I would recommend 
World War IT. 

Senator Frear. Would you subrogate the War Damage Corpora- 
tion to any claim the insured might have against the Federal Govern- 
ment under the Tort Claims Act, or similar provisions for recourse 
against the Government? 

Mr. Herp. As I stated, I am not a lawyer, and I would rather 
leave that to be answered by the General Counsel of the War Damag: 
Corporation. 

Senator Frear. I think your field of knowledge is rather wide. 

Mr. Herp. I would say yes, to that. 

Senator Frear. That completes my questions. 

Senator Scuorpren. I would like to ask this question: 

From your experience in handling this type of insurance, strictly 
from the administrative side, did you find that the costs, or the 
commissions allowed, produced the careful, expedited handling that 
could be expected in a good business? 

Mr. Herp. Senator Schoeppel, I think that approximately 150,000 
insurance agents in the United States, who are at the grass roots 
getting these applications from the property owners, did a job in 
expediting the procurement and the submission of these applications 
and the money in connection with them that could not have been 
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any better if they had been pocketing all of the premium involved. 
They looked upon it as an opportunity to be actively engaged in a 
part of the war effort. 

Senator Scnorrpe.. Then, as a result of that, in your judgment, 
it turned out to be a pretty practical handling of it; did it not? 

Mr. Herp. It did; and in addition to that, I think that it con- 
tributed immeasurably to the grass-roots morale of the people country- 
wide to have in their possession an undertaking from the Federal Gov- 
ernment, the War Damage Corporation, setting forth the amount of 
war-damage insurance that they had on their property, describing 
the property, and it was something that gave them a feeling of great 
comfort. 

Senator Scnorppe.. And it expedited the handling of it. Some- 
thing that you would have had to have had a terrific field foree of your 
own todo. Is that not true? 

Mr. Herp. We could not have done the job through inexperienced 
hired people that was done by the experienced loe al agents of the 
1isurance companies; and, as you know, they are ia every town and 
hamlet and ¢ rossroads in the United St: - S. 

Senator ScHOEPPEL. And supervised by the various State govern- 
mental agencies holding down any questionable practices; at least, 
they would be readily ascertainable if they were regular? 

Mr. Herp. That is right. The auditing work done by the RFC in 
conjunction with the Federal Reserve banking system is as a 
and as thorough-as any I have ever seen in my experience 
surance business. 


Senator ScHOHPPEL. Just listening to the amount of the premium 
or the percentage of premiums collected and paid in relation to the 
amount of claims actually paid, it would seem to the ordinary layman 
that that was high; | ul ‘taking all in all, I gather from your test 
mony here—and it certainly looks to me that there was a terrific mass 
of activity and work eutailed—that you got value received from 


I i the 


way it has been handled. 

Mr. Herp. Senator, at the peak of the program, we had in force 
liabilities on property aggregating $136,709,000,000, and that was 
represented by 8,700,000 policies. In your own State of pose for 
instance, there were policies issued insuring property to the value of 
$186,482,000. And that was considered to be at that time a State 
fairly remote from bombing. 

Senator ScHoepPeL. That is right 

What do you have to suggest about compulsory coverage? 

Mr. Herp. | would avoid it, because the minute war-damage in- 
surance becomes available on property, to a large extent it will be 
compulsory. In other words, the life-insurance companies holding 
mortgages on property are just awaiting the outcome of your delibera- 
tions here, because it is tied in with their own program of pooling their 
liabilities under their life policies, because a substantial percentage of 
their assets are in mortgages on real estate. The building and loan 
associations, and the savings banks are all vitally interested in whether 

‘not protection is going to become available on real property. While 
1 can’t speak for them, I think that anybody who is in a fiduciary 
capacity, or acting as a trustee for the money of others, where such 
money 1s invested in the mortgages or similar liens will require war- 
damage insurance to be carried. 
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Senator ScHorrre.. Well, would that pertain to old mortgages, or 
only the new ones? 

Mr. Herp. I think you will find that since the last war, many of 
the life-insurance companies and the building and loan and savings 
institutions have inserted in the mortgages a requirement, that is, 
that they can require war-damage insurance if, in their judgment, it 
becomes advisable and necessary. 

Senator Frear. Although not specifically stated, there is a clause 
in the mortgage that can cover it. 

Mr. Herp. It is a blanket authority to them. 

Senator ScnorePrpet. Going back again to the administrative 
features, and recognizing the uncertainty of what might happen to 
the RFC, it does appear from what you gentlemen have testified here, 
that we have the framework of the administrative features of what 
might be brought out here. 

Mr. Herp. Senator, so far as 1 know, the people who did the work, 
if I may characterize it, the actual administration of the program, are 
still identified with the RFC, and could be, I assume, put into a 
program of this kind on very short notice. 

Senator ScuHorpPpeL. Speaking personally, I think it should be 
considered by all of us from the standpoint of the most expedited, the 
most practical, comprehensive handling at the least possible expense. 
I take it that you feel that this could be—whether you want to recom- 
mend it to the committee or not—the pattern that the committee 
could well consider in its deliberations of these measures. Is that a 
fair statement? 

Mr. Herp. That is a fair statement, 
urge it. 

Senator ScHoepPEt. That is all. 

Senator Frear. Thank you both, Mr. Dougherty, and Mr. Herd, 
for appearing before us. 

Mr. Herp. Thank you. 

Mr. DouGcuerty. Thank you, Senator. 

Senator Frear. Mr. Ward Boote, assistant solicitor, Bureau of 
Employees’ Compensation of the Department of Labor. 


sir; and I would respectfully 


STATEMENT OF WARD BOOTE, ASSISTANT SOLICITOR, UNITED 
STATES DEPARTMENT OF LABOR, BUREAU OF EMPLOYEES’ 
COMPENSATION 


Mr. Boorse. Mr. Chairman, and members, rather than attempt to 
read that 16-page statement which I handed in, I would like to cover 
that statement in lieu of orally reading it. 

Senator Frear. I[ think that is most considerate, Mr. Boote. We 
shall put it in the record: and you may highlight any part of it that 
you care to. 

Mr. Boorr. I might mention to start with that this statement 
contains a plan for handling the compensation of injury both to 
workers, workers at home at night, when they are not employed, and 
also persons who are not employed. 

Senator Frear. Full-time coverage? 

Mr. Boore. Full coverage for everybody. 

Now, this plan is the same plan that we submitted to the Bureau of 
Budget; and anything I say here should not be taken to commit the 
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Bureau of the Budget. This is merely a statement of a plan for your 
general consideration, and may enlighten the committee members to 
know that there has been in the past, that is, in connection with World 
War II, the same problem which you gentlemen are considering here 
this morning. 

We had the problem at the beginning of World War II with respect 
to employees who left our shores and went out to work in Wake and 
Guam and other places in the world, who were employed by Govern- 


1 


ment contractors, many of them faced war hazards from the time they 
left our shores: and many of them never rot back. think the larcest 
group of casualties came out of Wake Island. 

Nevertheless, the same problem existed with respect to those 
employees as exists in this country. It may be much larger here than 
it was in World War II. 

That problem was met in this way: The insurance companies that 
insured the employeys for workmen’s compensation, received a 
premium for their normal coverage; that is, the mal industrial 
accidents which oecurred to the em pl ovees while they: 
United States, They also provided payment for war 
Injuries resulting from torpedoings and bombings, and 

In respect to those war losses, under a statute which w 
1942, the Governme! { filtered olf the Wil loss pur 
reimbursing the insurance companies. That act was in 
still in effect, and a few claims are still being Liq ale 
essentially the basic problem which vou will find 
except that in respect to these out-of-coun 
emplovees were practically under one workmen’ 
the Defense Bases Act. 

Here in ‘this counIry, t] \ would be under 
compensation laws, and the District of Columl 
We have lived with this problem, as I say, 

have been in the workmen’s compensation 
we have a few ideas that might be worthy of ¢ 

lt is our belief that reinsurance, as such, 
the ultimate requirements in this country 
plover’s lability in this country is that which 
State workmen’s compensati law. In 
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If it is proposed to reinsure that particul 


reinsurer, of course, has no greater liability than 
Now, the chances are very great I base this on the 
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England—that the courts in this country, if they are faced with the 
problem whether a given injury resulting from a catastrophic bombing 


Le 
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arises out of or in the course of an emplovee’s employment, | am going 
to guess the chances are very great that the courts will hold that that 
sort of loss does not arise out of the employment 

The first court decision of any authoritative nature which holds 
that ak not within the law will knock the — nee program com- 
pletely out of line, for the simple reason that if the emplovers have no 
liability, the reinsurance doesn’t become a rative 

We were conscious of that situation in the beginning of World War 
II. We had to arrange a program where the employees would be paid 
regardless. We were successful in providing an act that was passed 
in December, 1942, and that act is referred to in my written statement. 
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If the question were not raised whether the injury from war risk cause 
arose out of and in the course of the employment, the employee would 
get his compensation under the compe nsation act, just as though he 
had been injured by a machine. The insurance carrier, in turn, would 
apply to the Bureau of Employees’ Compensation for reimbursement 
for that part of the losses which were encompassed within a defined 
war risk definition. 

Now, the employee, as I say, was covered either way. If a court 
should have held in respect to that law, that the normal workmen’s 
compensation provisions didn’t cover war losses, then another part of 
the law became operative, and picked up the employee and paid him 
the same number of dollars as he would have received if the work- 
men’s compensation provisions had applied. 

Senator ScHOEPPEL. How do you relate that to the rate charge? 

Mr. Boorr. Provision was made which forbade insurance carriers 
charging a loading or any premium with respect to the war risk itself. 
There was no premium charged for it. That*loss was borne by the 
taxpayers as a direct ob ligation arising out of the war. That is what 
would have to be done in this instance. There is no one alive who 
could construct a premium. If one did, it would be too much or too 
little. 

I think direct reimbursement is a much better answer than reinsur- 
ance, for several reasons: 

‘Take reinsurance, for example. As workmen’s compensation poli- 
cies are written today, a normal workmen’s compensation insurer will 
lay off a portion of his risks. He will assume liability for, say, $7,500 
or $10,000 in a partic ular case, and reinsure any excess li: bility with a 
reinsurance syndicate or group. However, each carrier today has 
at stake in each case, therefore, it is going to make certain it will not 
assume any liability which shouldn’t be assumed, otherwise it would be 
foolishly spending its reserves upon the retained portion of its liability. 
However, if you reinsure 100 percent of war risk loss, there is the 
danger that there will be passed along to the Federal'Government a 
liability that perhaps it should not have, because you haven't got that 
automatic self interest, which would otherwise check against the 
payment of improper claims. 

Of course, as I mention in my statement, the carrier could create 
more good will by paying the claims than by denying them. The 
moment the carrier pays the claim, the reinsurance contract takes 
effect, and the Government would have to reimburse. 

We didn’t operate on that basis. We operated on a case reimburse- 
ment basis. Under the regulations applicable, the carrier had to 
handle each case through its investigative and other processes in the 
same manner that any prudent company would handle cases, or else 
it wouldn’t be reimbursed. 

That feature doesn’t appear in the arrangement which I think 
would be set up under any one of these bills. 

The basic premise of our plan is that workers at work will receive 
State law benefits for war-risk injuries occurring while at work with 
reimbursement of their employers or the insurers for the payments 
made on account of the war-risk injury. 

Now, aside from the reimbursement feature, we have suggested a 
plan for taking care of people who are not covered by workmen’s 
compensation. That is, the worker who is at home in bed at night. 
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be theoretically possible, perhaps, to apply the State workmen’s 
compensation law straight through the 24 hours of the day, if we 
would desire to do so. But the State workmen’s compensation law 
only covers the employee while he is at work. The Federal Govern- 
ment would have a difficult time in attempting to find out what 
provisions of the State law applied in these cases, having to go through 
48 or 49 laws, and to work out the purposes of those laws in each 
case. That, I think, would not be feasible. On the contrary, | 
believe that there could be an over-all law which would consist of 
the integration of present Federal statutory provisions that are already 
on the books, just a matter of a short paragraph or two which would 
integrate certain existing Federal workmen’s compensation laws, which 
could be used as a basis for providing for civilians, and we have out- 
lined that course in brief in this statement. 

In substance, it would amount to this: An employee injured outside 
work time would receive c ompe nsation based upon physical impair- 
ment. The plan would envisage a schedule for anatomical losses, 
providing so much for a hand or an eye or a foot or leg, and so forth, 
the same as most workmen’s compensation laws now provide, with a 
provision for payment for disability other than anatomical losses on 
the basis of impaired physical condition. 

That same system is working today with respect to the people that 
were brought back from the Japanese prison camps, persons who have 
been either emploved or not employed, all sorts of individuals who 
eame back. Many of them suffered from malnutrition or injuries; 
many of them died as a result of their war experiences. 

We had to construct a plan which would operate justly and properly 
in all of those cases. That purpose was ac ‘omplishe “l by using these 
prior laws or parts thereof that could be effectively used. We have 
referred to that plan in this memorandum. You will find that section 
5 of the War Claims Act accomplishes the protection of civilians in 
a manner which has worked out very satisfactorily; and, as a matter 


au 


of fact, from the standpoint of legislative economy, I might mention, 
that where you see those lines drawn alongside section 5, represents 
all the language that was necessary to take care’ of those civilian 
American citizens. 

A similar arrangement could take care of the civilian population of 
this country injured outside their work time. Our plan mentions 
that feature as one of the basic coverages which are necessary. We 
envisage this coverage as a sort of long-range proposition, not as an 
immediate relief payment. In other words, the civilian defense people 
will, no doubt, take care of immediate casualties. The American Red 
Cross can probably be relied upon, as well as other community serv- 
ices, to furnish those services which are immediately needed, that ts 
medical and other, by people at the time of a disaster. 

The suggestion which we have here made contemplates picking up 
of these cases, say, after 60 days. 

Of course, within that 60-day period, many people will have prac- 
tically recovered. They might have only slight injuries. Those slight 
injuries might be very numerous, and by eliminating from the pro- 
tection any case that doesn’t last longer than 60 days, you eliminate a 
lot of difficulty, a lot of cases, a lot of expense. 


He needs protection at night the same as in the daytime. It would 


of 
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This plan discussed in the statement envisages picking up the indi- 
viduals from the sixtieth day on, and paying them benefits, so far as 
the employed person is concerned who is not at work when injured, by 
tying in the amount of the weekly benefit with the maximum which 
the person might receive for, say, total disability under his State law; 
in other words, so that persons in any section of the c ountry would cat 
get more or less than they would get if they were locally employed and 
hurt there during employment time. That maximum would set up a 
top figure, which would vary with respect to the place of injury, and 
would be entirely consistent with what is being done today in the field 
of workmen’s compensation. These variations exist and they would 
be recognized. 

So far as the other individuals are concerned, that is, housewives and 
others who are not employed, they could be taken care of merely by 
providing a top maximum figure for, say, total disability; and then 
from that point on, scaling the amount of the benefit down, depending 
upon the extent of physical impairment. 

Senator ScuorpreL. Have you related this plan to anything that 
has ever been worked out, say, in England, or in some of the other 
countries? 

Mr. Boorr. It is somewhat similar to the English plan. The Eng- 
lish plan used substantially the workmen’s compensation amounts for 
workers injured while at work. It wasn’t, however, workmen’s 
compensation as such. They used a separate law for that purpose. 
The adult population not employed received smaller benefits. Our 
suggested plan goes along parallel lines with what was done in England. 
I might mention that in England, insofar as war risk losses are con- 
cerned, the courts held that the employer wasn’t liable. | suppose 
that would be the basis for judgment in this country, because there 
exist a number of English decisions. There were exceptions, however. 
Those exceptions centered about the factor whether the employer's 
place of business offered special hazard. In other words, a special risk 
feature was involved in those decisions which held the emp lovee 
directly under the British workmen’s compensation law. But on the 
whole, the employers were not required to pay under the workmen’s 
compensation law for any losses. That is the reason I say it may be 
an illusion in this country to plan on the basis of reinsurance, because 
if the courts should so hold here, the whole plan would fail, and there 
would be nothing to take its place. 

Under the plan which we have presented, no employer, no insurance 
carrier, no State fund would need to worry about whether or not it 
was reinsured for that risk or to litigate liability. If reinsurance 
should be the method adopted I can envisage situations in which 
self-insurers, who do not have insurance because they are self-insurers, 
may say, “Well, | am not going to bother about getting insurance 
from some company in Washington, or some agency.”’ Unfortunately, 
they might suffer catastrophic loss, litigate the proposition, and 
assert that they have no liability. Well, if they should succeed, 
immediately there would be a judic ‘ial interpretation of nonliability 
under that workmen’s compensation law. You might accordingly 
have a very spotty situation existing in this country, half of the 
States saying, “Yes,” the other half saying, “No” on the question 
of employer's liability for war injury. 
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Now, as I mentioned, we found it unnecessary, or rather the carriers 
did, in World War IL to raise any question concerning the matter 
whether a war injury arose out of and in the course of the employ- 
ment, because it didn’t matter, and that was the saving feature that 
enabled that program to continue on and function in exactly the 
manner in which it was intended. I might mention, insofar as carry- 
ing out the program is concerned, that it involved very little adminis- 
trative expense to the Government. The whole reimbursement of the 
losses during World War II, I think, involved the employment of 
only two people who made the audits and the checks of the records 
and receipts of the companies, to make sure that they paid in accord- 
ance with the various laws the cases arose under. In other words, it 
worked beautifully. [I don’t know of any instance in which there was 
any serious difficulty either in interpre tation or what a carrier had 
do in order to get reimbursed. The regulations were very specific, 
they outlined everything to the last detail, and the claims came in 
in very excellent shape. 

I don’t know the extent of the total war-risk injury 
were paid, but I am going to estimate them to be somewh: 
$24 and $3 million. Of course, that wasn’t much; bu 
it does illustrate that a program of this kind can be cart 
fully, with a minimum of Federal employment. 

Senator Frear. Any questions? 

Senator ScHoEPPEL. | don’t believe 1 have any questions. 

Senator FREAR. These losses that Vou just spok« ol, W 
them on the Continent? 

Mr. Boorr. A few were. They involved aircraft and employment 
outside of the United States, by the use of aircraft getting in and 
getting out. 


to 


Senator Frear. The major portion was outside? 

Mr. Boorer. The major pol tion of them, such as through Lol pedoing 
of vessels. Sometimes 200 people would go down at one time, like 
the Dorchester incident Many of them came out of Wake Island, 
very many of them. Many of them came out of Guam. They were, 
principally, however, located in the Pacific area; very few in the 
Atlantic. We had some in India. 

I might mention this. It is very important that any statute which 
contemplates reimbursement or payment for these war claims indicates 
rather specifically what constitutes a war-risk hazard. 1 worked with 
the War Department during 1942 for about 2 months preparing draft 
legislation which ultimately became the act which is referred to in 
this statement. We were very particular about the content of that 
definition, because the slip of a word or two, and you open up avenues 
of liability that you don’t contemplate. 

L notice in reading these bills, that the reference to war-risk cas- 
ualty is so broad and cveneral that you could drive a horse and wagon 
through them. Certainly our experience has taught us care in the 
framing of that definition, if the right kind of liability is to be assumed, 
and the wrong kind rejected. 

Senator Scuorpre.. Will you cive the committee the benefit of 
some of your suggestions with reference to these present bills that are 
before us; or do vou do that in your statement? 

Mr. Boorse. I think that we have in the statement submitted given 
a sufficiently broad outline for the committee at least to get the gist 
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of the program or plan. The details we have not included. That 

is, we haven’t included detailed language because, after all, we are 

not proposing anything. We are merely stating, “Here is a plan 

which you may consider.” Of course, if it should have validity, it 
‘an easily be worked up into language form. 

I want to mention several laws that the Bureau of Employees’ 
Compensation has administered along this line. 

First of all, we have taken care of all Federal employees who were 
injured outside of the United States as a result of war hazard. They 
have received substantially a 24-hour coverage when they are away 
from the States. We have taken care of Government contractors’ 
employees who were sent out from the United States, both by way of 
reimbursement to insurance carriers for their war losses, and by 
direct payments to emplovers under the other feature | mentioned, 
where they were not at work. For instance, the type of case in 
which direct payment was made was such as this: An employee 
might have been coming home from Bermuda for a rest, and the ship 
torpedoed on the way. He would not be in the course of his employ- 
ment at that moment, but nevertheless the cause of his disability be 
due to war risk. Those cases which couldn’t fall under the compen- 


sation law, we picked up directly under the dual feature of direct 
payment. 

In addition to that, we took care of the persons who were, as | 
mentioned, in the Japanese prison camps. Practically any casualty 
you can think of that is civilian or contractor employment. We 
covered the whole field. 

Chairman Frear. Thank you very much, Mr. Boote. 


Mr. Boorr. You are quite welcome. 
(The prepared statement of Mr. Boote follows:) 


The three bills which are being considered by your committee, S. 114, S. 439, 
and 8. 1309, all authorize the War Damage Corporation to assume certain negra 
cial responsibility for damages resulting from * ‘hostile and warlike’’ action in tl 
United States and its possessions. All of the bills provide for the application of 
this principle to property damage. SS. 114 and S8. 1309, however, in addition, 
would authorize protection against liability for personal injury arising under 
workmen’s compensation and other laws. It is this principle in which the 
Department has a primary interest. 

The Department of Labor has given considerable thought to methods of pro- 
viding disability and death-benefit protection from war-risk hazards for civilians. 
Its study of the problem has been made in light of the experience acquired by the 
Bureau of Employees’ Compensation in administering related programs growing 
out of World War II. A statement of the Department’s views on this subject 
has been recently submitted to the Bureau of the Budget. If I may, I would 
like at this time to present these views to the committee. 

A recent staff memorandum of the National Security Resources Board, entitled 
“Statement of War Damage Compe nsation and Other Civilian Needs Arising From 
Enemy Attacks,” points out the need for a Federal program to maintain the 
income of those injured and of the families of those killed as a result of war-risk 
hazards. In view of the nature of the problem, it would appear necessary for 
the protection of the adult population that the cost be borne out of taxation, as 
there is no other feasible method of approaching what might be an undertaking 
of considerable magnitude. Allied with the problem of income maintenance 
would be the reimbursement of insurance carriers, self-insurers, and State com- 
pensation funds, to the extent that liability may exist for the payment of work- 
men’s compensation benefits arising from war hazards. 

It is not possible to estimate the size or character of the problem which may face 
the civilians of this country in the event of future large-scale hostilities. Enemy 
attacks causing civilian injuries and deaths could cause extreme financial hardships 
should there be no adequate program, The time for planning such program 





should be 
attention 
Similar 
were in et! 
see The ‘ 
Pensions, 
observers 
communi 
attributa 
whieh inc 
one scale 
scale for | 
favorably 
compensa 
The U 
during W 
during th 
authoriza 
of variou 
benefits } 
who serv 
Corps. | 
plan had 
upon vot 
of deticie: 
of the Cx 
with resp 
claims wl 
Employee 
The Bi 
in handli 
statutory 
arising in 
and deat 
(5 U.8.C 
provision 
from cap 
employee 
A fairly 
by the en 
(42 U. S. 
contracto 
United St 
The pls 
benefits fe 
of insurar 
of Gover! 
Was a Wal 
Inciden 
contracto 
war hazar 
decision, 
“arise out 
the Gove) 
from the 
carrier of 
injuries “ 
In addi 
also admi 
citizens W 
avoid cap 
injury wh 
In viev 
insofar as 
above-me 
visions tl 
existing le 


WAR DAMAGE CORPORATION ACT OF 1951 165 


should be in advance of hostilities, when the matter can be given more thoughtful 
attention. 

Similar programs for the financial relief of wage earners, and others affected, 
were in effect during World War II in Great Britain, France, Germany, and Italy; 
see The Compensation of War Victims;’ Medical Aid, Compensation, and War 
Pensions, 1940, a study made by the -International Labor Office. American 
observers in England were unanimous in their view that the high morale of 
communities under incessant bombings in Great Britain was in large measure 
attributable to the comprehensiveness of the British plan of compensation, 
which included the entire adult population. Under the British plan there was 
one scale of benefits for the gainfully employed persons and somewhat lower 
scale for persons not gainfully employed. The amounts of compensation compared 
favorably with the maximum amounts payable under the British workmen’s 
compensation law. 

The United States fortunately was spared the distress of civilian casualties 
during World War II. The only general civilian-benefit plan which was in effect 
during the period of hostilities was the nonstatutory plan put into effect by letter 
authorization of the President, under which provision was made for the payment 
of various benefits for injury and death. The plan, known as the civilian war- 
benefits program, was used principally to provide benefits in the cases of persons 
who served in the protective services of the United States Citizens Defense 
Corps. (These persons in the future will be under State supervision \ similar 
plan had earlier been proposed to Congress in the bill, 8. 2412, which the Senate, 
upon vote, declined to pass. The civilian war-benefits program had a number 
of deficiencies, which were described at the hearings held before the subcommittee 
of the Committee on Education and Labor in the Senate (7 5 
with respect to the analogous plan proposed in 8. 2412. Liquidation of the 
claims which arose under this program is being carried out by the Bureau of 
Employees’ Compensation of this Department. 

The Bureau of Employees’ Compensation has had considerable other experience 
in handling the cases of war casualties and the payment of benefits, under various 
statutory programs which it administers. For example, the direct war casualties 
arising in the cases of civilians employed by the United States, both as to injury 
and death, were adjudicated under the Federal Employees’ Compensation Act 
(5 U.S.C. 751 etseq). In addition, under the act of July 28, 1945 (¢ ©. 801) 
provision was made for the payment of compensation for injury and death resulting 
from capture, detention or other restraint by an enemy, in the cases of civilian 
employees of the Government. 

A fairly comprehensive plan of compensation for disability, death, and detention 
by the enemy was enacted on December 2, 1942, as amended December 23, 1943 
(42 U. 8. C. 1701 et seq). This latter plan related principally to employees of 
contractors with the United States who suffered disability or death tsi the 
United States as the result of a war-risk hazard. 

The plan included, in addition to compensation for injury and death, a 
benefits for detention or capture by the enemy, and provided for the reim} 
of insurance carriers for payments of workmen's compensation made t 
of Government contractors, where the cause of injury or death during 
Was a war-risk hazard as defined in the act. 

Incidentally, it may be pointed out that the legislation was so fram 
contractors’ employee received full 24-hour coverage with respect to casualty from 
war hazard and was protected from the vicissitudes of litigation in that if, by court 
decision, his war-risk injury during employment should have been held not to 
“arise out of’? his employment, he nevertheless would have received directly from 
the Government the same number of dollars in compensation by direct payment 
from the Government. This arrangement made it unnecessary for the insurance 
carrier of the employee to be concerned with the question whether war-risk 
injuries “arise out of and in the course of employment.” 

In addition to the workmen’s compensation laws above-mentioned, the Bureau 
also administers benefits for injury or death in the cases of civilian American 
citizens who were captured by the Japanese Government or who were in hiding to 
avoid capture. These benefits are paid for disability and death resulting from 
injury while so held or in hiding. 

In view of the apparent desire to make use of existing statutory provisions, 
insofar as they may be utilized, it is mentioned that all of the war-injury protections 
above-mentioned were accomplished by making full use of existing statutory pro- 
visions through the integration of the necessary war-benefit provisions with 
existing legislation, such as the Federal Employees’ Compensation Act and the 
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Longshoremen’s and Harbor Workers’ Compensation Act. Thus by employing 
the administrative features of the former and the scale-of-benefit provisions of 
the latter, considerable legislative economy and certainty was effected. 

By this means it was unnecessary to enact long or complicated measures re- 
quiring considerable construction and interpretation. It was possible to make 
use of much of the statutory language which had well-defined meaning and also 
to use preexisting scales of benefits which had been tried and proven satisfactory. 
In addition, since many of the terms and provisions bore common relation to 
similar provisions in State workmen’s compensation laws, it was possible to make 
use of such precedent material as will be found in State, Federal, and other deci- 
sions. This feature would be of inestimable value in any long-term plan or 
system of benefits designed primarily for the relief of wage earners. One of the 
shortcomings of the civilian war-benefit program was its empirical approach and 
lack of relevance to any existing system, a factor which necessarily impeded ad- 
ministration and required much interpretation and trial and error. 

In approaching the problem of civilian relief it must be kept in mind that it 
is the breadwinner who is entitled to prime consideration. 

There is in existence in this country, workmen’s compensation laws in all of the 
States and in the District of Columbia. These laws are in general geared to the 
economic situations to be found in the several States. The workmen’s compensa- 
tion law is of first importance to the injured workman, where injury or death 
occurs during employment. The payments under most workmen’s compensation 
laws, both for disability and death, are very modest. In case of war casualties 
the Government could hardly be expected to pa than these benefits if the 
measure of security or maintenance of incom is to be at all reason- 
able. 

Moreover, the benefits pavable in the several tic f the country are de- 
pendent upon local economic conditions so that if an over-all plan of benefits 
should deviate too much from the local plans there may be a tendency for indi- 
viduals in certain sections to receive more or less than local standards provided. 
It would seem desirable t! he case of workers injured while at work to 
! isti vorkmen’s ‘nsation laws with which 
provided court decisions 


utilize the provisions of ey 





emplovees are familiar, insofar: his should be y 
do not intervene to make these laws inapplicable to war-risk injurie 

Should thev be thus made inapplicable then there uld be a secondary plan. 
This dual approach would be similar to that provided for in connection with the 
so-called Defense Bases Act (42 U. S. C. 1651) and the supplementary War 
Hazards Act of December 2. 1942 (42 | ie, OR . 

Aside from the partial restoration of wage loss in the cases of the breadwinner, 


provision must be made for all other civilian injuries or deaths which affect de- 


pendent persons financially. 
The general problem can therefore be broken down into the following cate- 
gories: 
] The wage earner il jured or killed while at work and covered by work- 
men’s compensation law; 
2) A wage earner killed at home, or ot 
his emplovment; 


» 


herwise when not in the course of 
The adult ure mploved person; and 

1) The minors or children. 

The Labor Department proposes the following ideas for consideration to meet 


these needs: 





SCOPE OF COVERAGE 


Anv benefit or reimbursement which would be payable by the Federal Govern- 
ment would be limited to casualties arising from a ‘‘war risk hazard.”’ This 
phrase has been successfully defined and applied, insofar as World War IT is 
concerned in the act of December - 1942 12 | . >. e 1711 The coverage 
should relate to injurv and death arising from a defined war-risk clause. If it 
should be deemed advisable to include benefits for detention, a pattern for such 
benefits exists in such act of December 2, 1942. In previding coverage for war- 
risk casualties it is possible to integrate one or more of the acts above indicated 
and to define the extent and scope of coverage merely as modifications of present 
statutory coverage. How this was accomplished in the case of civilian American 
citizens captured by the Japanese may be observed by noting section 5 (f) of the 
War Claims Act of 1948, where adequate coverage was given such citizens through 
the integration of other statutory provisions by merely a subsection to a section 
of that law. 
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SCALE OF BENEFITS 


So long as there should be no breakdown in the application of State and 
workmen’s compensation laws through the effects of court decisions making 
acts inapplicable, the scale of benefits might be consistent with those ]} 
in operation in the States. The plan herein discussed contemplates the 
of such claims (of workmen injured at work) by the employers, insurance carriers 
or State funds, with the reimbursement of the amounts paid, 1c] he 
manner as that authorized in the act of December 2, 1942 (42 U.S. C. 1704 

In the event of a possible breakdown in such application of local workmen’s 
compensation law as the result of court decision, then it would be necessar to 
bring into effect in the locality a direct pavment plan under w tn the nited 
States would pay the employee, not directly under the local law because of the 
difficulty of any attempt to administer the provisions of s e 49 workmen’s 
compensation laws, but through a direct payment arrangement ilar to that 
provided for in the act of December 2, 1942 (42 U.S. C. 1701), by the integration 
of existing Federal workmen’s compensation provisions 








This same direct payment method mav also be employe Lin the i ; of workers 
injured at home or otherwise when not in the course of their « 1 
may be used for the purposes of the general population who are not employed. 
The following pertains to the employed persons who are injured, or die from 
injuries, outside work time. 

For all persons whose cases could not be handled under local wor en’s com- 
pensation laws, or in the event court decisions should force t abandonme! 
local compensation laws, it would be feasible to utilize tl admill trative provi- 
sions of the Federal Emplovees’ Compensation Act, the special schedul com- 
pensation established under the act of Feb 15, 1934, as a 1 (488 
351), and the method of determining cor eXCE is : 
as provided for in the Longshoremen’s and rr Wor 5” ( Act. 
The 1934 schedule would indicate the manner in which payments ild be made 
for anatomical losses and for phvsical pairments : { 

The Longshoremen’s Act provisions ib sed to d isis 





propriat« It would ir necessa tama im a 

liability per case (for examp a $7,500 maximum limit is fixe - 
captured civilian American citizens [It may | © 

conditions to make monev benefits pavable onlv in the eve is 


longer than, sav, 60 davs, the interi period bel 


Mo amount of the weekl; a 

reiati { ( LX il i ul i ‘ i 

that wage or earnings D Kee k 
shall lisregarded 





The compensation would then be geared to earnings 


that no person would receive more than a certain percentas f 1 ild 


the pav be less than a stated s per week (sec. 10 of the | Act 
would give the formula for determining the wage basis 
The MAaXiInumM we kly enent ¢ yuld also be mad no higher t A i paid in 


comparabie Cases oO! 








law of the place whe rv occurs 

All compensatiotr he predica { DO é er i r 
anatomical loss if such loss occurs, or on the basis of impa ! 
rather than upon loss of wage-earning capacit . featu itly 
facilitate administratior If it should be deemed advisable, the ynpensation 
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the Federal 1 Ac 

In order from the unemploved ( I ided 
that these provisions apply to all persons gainfully employed; that is, those em- 
ployed in regular employment for hire or in self-employment, but not less than 20 
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The providing of medical care could be handled under the existing provisions of 
the FECA and thus obviate the necessity of preparing a detailed new law in this 
respect. (It is expected that immediate first aid would be provided locally by 
the Civilian Defense Administration, the Red Cross, and other community serv- 
ices. The medical care here would pick up the casualty after community services 
had given initial treatment and care.) 

The advantage gained by applying the Compensation Act medical feature in 
such cases is that the Bureau of Employees’ Compensation has available to it a 
wide range of Government and non-Government facilities and some 5,000 desig- 
nated physicians well distributed throughout the United States. It would be 
unnecessary to include in such legislation anything new with respect to such 
medical care since the law and the regulations applicable thereto have been in 
effective operation for many years. It was not necessary, for example, to legislate 
with respect to medical treatment in the cases of the contractors’ employees under 
the act of December 2, 1942 (42 U. S. C. 1701), or in the cases of the civilian 
American citizens captured by the Japanese. 

In the cases of persons not gainfully employed it would probably be advisable 
to follow the British pattern of reduced benefits for this class. All such non- 
gainfully employed persons should be given the medical treatment necessary. A 
flat top-ceiling benefit of a stated sum per week could be established with the 
compensation scaling down from that sum, the amount of the reduction in the 
benefit being dependent upon the extent of physical impairment. In the case of 
unemployed children under the age of 16 no benefits would be payable unless the 
injured child would otherwise become a public charge, in which event the amount 
could be limited to not more than one-half of that provided for an unemployed 
adult. 

It would be necessary in devising any plan to take into account other benefits or 
payments a claimant might receive, whether from the employer or from the 
United States. This could be accomplished either by requiring an election, where 
two comparable Federal benefits are involved, or by a set-off arrangement where 
the amount received is not paid by the Government. There are precedents for 
such arrangements both in the act of December 2, 1942, in the War Claims Act of 
1949 (see. 5 (f)), and in the FECA (sec. 7). The matter of set-off is a detail which 
would be properly arranged. 

REIMBURSEMENT 


As a part of the plan for compensating civilians for injury and death due to war 
causes, it is necessary to provide for the payment of that part of the responsibility 
which is initially carried by self-insured employers, insurance carriers, and State 
compensation funds. 

Because of the nature of war-risk hazards and the impossibility of fixing adequate 
or compensatory insurance rates, it is not possible for the workmen’s compensation 
insurers in this country to undertake, by employing the insurance principle, the 
payment of war injury claims arising under local and other workmen’s compensa- 
tion laws. Under the proposed plan the United States would assume directly the 
obligation to pay for injuries or deaths due to war hazards occurring while em- 
ployees are employed. It is far from certain that the local workmen’s compensa- 
tion laws would be held to apply to war-risk injuries. In England they were not, 
except in certain isolated cases of special risks. They may in some States be so 
held, but in others a contrary result may be expected. If the employers’ or 
insurance carriers’ liability were absolute and certain then possibly it might be 
desirable merely to have the Government act as reinsurer with respect to war- 
risk liability, charging a nominal premium (because it is not possible to construct 
a compensatory premium, and, if one should be guessed, it likely would either 
be ridiculously high or correspondingly low depending on the casualties). 

Even assuming that a reinsurance plan were put into effect, such an arrange- 
ment no doubt would collapse before it actually got into substantial operation. 
If the Government should charge a reinsurance premium, this charge would neces- 
sarily have to be passed along to be borne by the policyholders, along with the 
ordinary premium. But policyholders are required by law only to comply with 
the State workmen’s compensation law, and it is not difficult to foresee that many 
employers would believe their operations safe from attack and hence they would 
desire to escape the burden of the added premium. 

Moreover, some State laws are elective in character and there is no compulsion 
to insure even ordinary accidents. Should a carrier have any liability not re- 
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insured or a self-insurer or insurance fund not have such reinsurance, most likely 
in such a situation there would be every effort to avoid the catastrophic liability 
imposed upon the uninsured employer by a serious bombing. The very nature 
of the cause producing injury and death would most likely influence our courts 
(as it did in England) to regard the cause as wholly outside the employment and not 
“arising out of it.” Therefore, there is considerable doubt that any reinsurance 
arrangement would last long enough to be effective, even if otherwise practical. 

From the standpoint of practicability of reinsurance there is still another snag 
which would affect such reinsurance arrangement—one which does not exist in 
the commercial field today. Practically all commercial workmen’s compensation 
insurers have reinsurance, but only for losses in excess of certain sums per case 
or accident. Each insurance carrier has a stake in its claims to the extent of its 
retained liability; therefore the reinsurer has adequate basis for feeling s 
that cases will be properly scrutinized before they are paid and that all question- 
able liability will be litigated. So far as catastrophic war losses are concerned, 
the insurance carriers would be very unwilling to accept less than 100-percent 
reinsurance, since if anything less than 100 percent were retained by the insurance 
company, a catastrophe could liquidate a company because of the volume of 
retained liability. On the other hand if 100-percent reinsurance should be 
afforded, there will be much less incentive on the part of the carrier paying the 
claim to handle the case as though it were disbursing its own money. Case in- 


vestigations would no doubt suffer since if claims are paid and reimbursement 





therefore would follow, more good will could be created bv accepting than by 
challenging doubtful claims, particularly since the Government as reinsurer would 
have to pay all of the liability assumed by the original carrier Chere are also 


other reasons which oppose reinsurance of this sort. 
The Bureau of Employees’ Compensation has had considerable experience 
arising out of the last war in the reimbursement of insurance carriers for their 








war losses. The carriers seeking reimbursement were not permitted to charge 
a premium (or a loading in a premium) to cover any sk losses. The car- 
riers Were reimbursed on a case basis for the actual ben Ss paid is a reason- 
able allowance for case investigation and adjustment, and : tems were care- 
fully tested against the provisions of the State laws to see that the benefit pay- 
ments were proper. The carriers were held to the same degree of accounta- 
bility in the acceptance and payment of claims as prudent companies in the 
normal conduct of commercial business. A feature which brought about a 
saving to the United States was the provision in the statute which authorized 


the Bureau to take over, for direct payment and supervision, any case in whi 
the compensation habilitv had become relatively fixed 






It would seem from past experience that the inierest of the United States 
could best be served by direct reimbursement of claims arising nder State work- 
men’s compensation laws, with close supervision of all reimburseme ms 
a case basis in the manner accomplished under the act of December 2, 1942 

$2 U.S. C. 1704). With such an arrangement it would seem unnecessary for 
any emplover, carrier, or insurance fund to litigate the question whe eT iry 
from war-risk hazard is compensable under State law. The payments to work- 
men injured in the course of their employment would be those t are 


accustomed under local law, and would be in accordance with prevailing State 


rates reflecting the diverse economic patterns of wages and incom Chere 
would be much less danger of a breakdown of such a svstem, since vould be 
to no one’s advantage to litigate the question of coverage, and there would be 
no such thing as overlooked coverage, or unwillingness to pay an additional 


reinsurance rate to cause emplovers not reinsured to become disturbe 1 over the 
extent of their liabilitv, or the carriers seeking to avoid whole or part of the 


inreinsured loss. In the experience of World War IT in this field as carried on 


bv the Bureau, no insurance carrier to our knowledge found it necessary or 
deemed it advisable to raise the issue of nonliability for war-caused injury. The 
emplovees themselves and their dependents were satisfied since they were com- 
pensated either wav. 

The plan above indicated is thought of as a long-range measure, rather than 
one of immediate relief of civilian distress. The Federal Civil Defense Administra- 
tion has authoritv in the act of January 12, 1951, to provide temporary relief 
or aid to any civilian injured or in want as the result of any atta sec. 303 
The American Red Cross and other community services would necessarily take 
part in providing that immediate assistance whi 


ich is necessary 1 make a ccm- 
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munity a going concern. It is after the period of temporary relief when it will 
be necessary to provide the casualties with a longer range of protection. A maxi- 
mum limit per case (such for example as of the $7,500 limit above-mentioned) 
as applied to emploved persons not covered by workmen’s compensation law 
would provide a form of long-term financial relief which could be augmented or 
supplemented by the Congress if later found inadequate. 


Senator Frear. The hearing will recess until 10 a. m. tomorrow. 
(Whereupon, at 12:10 p. m., the hearing was recessed, to recon- 
vene at 10 a. m. Wednesday, April 25, 1951.) 
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WEDNESDAY, APRIL 25, 1951 


Unirep Strates SENATE, 
SUBCOMMITTEE ON SECURITIES 
INSURANCE, AND BANKING OF THI 
COMMITTEE ON BANKING AND CURRENCY 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to notice in room 318, 
Senate Office Building, Senator J. Allen Frear, Jr., (chairman of the 
subcommittee) presiding. 
Present: Senators Frear and Schoeppel. 
Senator Frear. The subcommittee will come to ordet 
The first person to appear will be Mr. Elmer B. Staats 
Director of the Bureau of the Budget. 
We are glad to have vou here, Mr. Staats, and we are looking 
orw ard to your testimony. 


STATEMENT OF ELMER B. STAATS, ASSISTANT DIRECTOR, 
BUREAU OF THE BUDGET 


Mir. Sraats. Mir. Chairman, I am afraid that we dé 
the answers to this very complicated problem. [ am very happy to 
appear before you, and [I have with me two other gentlemen, Mr. 
MacPhail and Mer. Labovitz, who Can perhaps wnswer some 
questions. 

Senator ri AR. We are clad to have all of you. 

Mr. Sraats. I am appearing before you today to 


? 
ik 


problem of war damage compensation im general and 
of the three bills now before vou S. 114, S. 439, and S. 

Several months ago, the President requested the ag 
Executive Office to undertake a study of the problem of war damage 
compensation in relation to the whole range of civilian needs re sulting 
from the dangers of attack. This work is now well under way with 
the full participation of the many executive departments and agencies 
directly concerned. While the study has not vel progressed lo a 
point where we can offer for your consideration specific legislative 
recommendations at this time, [ am submitting for your record a copy 
of a joint memorandum dated March 1, 1951, prepared by ‘ National 
Security Resources Board and the Bureau of the Budget. This 
memorandum has been used as the basis for our discussions with the 
executive departments and agencies and as the framework within 
which the departments are submitting their comments and recom- 
mendations, 
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It might be most helpful to the committee if I spoke first about 
the ge neral background of our discussions. I shall then comment 
on the pending bills in the light of our initial tentative conclusions. 

During World War II, the Federal Government provided ‘‘reason- 
able protection’? to the owners of property against losses resulting 
from enemy attacks in the continental United States. Protection 
was given on the basis of voluntary insurance contracts, and the 
plan was based on a general assumption that damage within conti- 
nental United States would be limited in extent. 

I think your committee will agree that, in the face of possible 
atomic attack, the assumptions used in World War II are no longer 
applicable. 

The Congress has already enacted a broad Civil Defense Act and 
other measures based on new assumptions that the danger of damage 
within the continental United States is far greater than it was during 
World War II. In considering how to meet nonmilitary needs which 
could arise from enemy attacks, the Government must base its prep- 
arations upon assumptions consistent with those for other programs, 
As long as the danger of substantial damage exists, it is essential 
that any measures that are adopted be adequate to meet the whole 
range of needs—including the possibility of devastation far beyond 
any previous experience and involving large-scale injuries and deaths, 
vast property damage, and physical, social, and economic disruption. 

The plans of the Civil Defense Administration are naturally con- 
cerned with immediate disaster needs, such as extinguishing fires, 
extricating the injured, first aid medical care, and emergency food 
and shelter. There are, however, longer term problems such as 
medical care, shelter, rehabilitation, welfare services, revival of essen- 
tial local business, reemployment, and relocation. Likewise, there 
must be planning for rebuilding needed transportation and production 
facilities, or alternatively, for abandoning areas that may be unusable. 
We can expect also that there will be need to provide some form of 
income for the families of income earners who have been killed or 
severely injured, and temporarily for those whose sources of income 
have been destroyed. At the same time, determinations will have to 
be made as to the relationship of any such income maintenance pay- 
ments to the various forms of public and private protection, including 
workmen’s compensation, life insurance, and other financial claims 
which may be available to substantial parts of the population. 

I am sure that your committee will agree that the problems of 
reestablishing the lives of individuals and restoring production are 
no less important than the protection of property rights. In fact, in 
a war situation our continued national existence may depend more 
upon immediate action to meet these other needs than upon the steps 
taken to compensate the owners of real and personal property that 
may have been damaged or destroyed. 

It seems clear that the Federal Government has a major responsi- 
bility for seeing that we are prepared to deal with these problems on 
a national basis. If this country is attacked, the costs of the necessary 
measures will be great. The impact might be concentrated or it m ight 
be widespread but it would not be uniform. The burdens would be 
too great for the affected State and local governments alone. The 


individual victims and their families should not be expected to bear 
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both the physical suffering and financial cost of reconstruction and 
rehabilitation. 

In view of the scope and magnitude of civilian needs for which the 
Federal Government might have to provide in the event of major 
enemy action against this country, it seems to us that certain general 
criteria need to be applied in evaluating proposals for action in this 
fie - Among such criteria are the following: 

Insofar as may be consistent with defense needs and orderly 
Aboeicon ras life, the Government should avoid making very large 
and unlimited advance commitments. Instead, it should remain free, 
after the termination of hostilities, to adjust its obligations and pro- 
grams to the needs and available resources existing at 
without having to repudiate legal or moral obligations. 
this means: 

(a) The avoidance of arrangements that take the form of specific 
individual contracts or rights to expect restitution of a magnitude 
determined by individual actions; 

(b) The provision, insofar as possible, of a definite limit on the 
aggregate amount which the Governmert will be committed in 
advance to provide as a measure of restitution to those who have 
suffered damage; and 

(c) Complete freedom for the Government 
nature ¢ and the timing of any final settlements. 

The costs should be distributed equitably over the 
Sid undue concentration of the economic burdens 
— who are most exposed to the physical hazards. 

The insurance principle is useful in spreading the costs of a 
me aaneahie risk but does not appear to be appropriate in circum- 
stances in which the over-all degree of risk cannot possibly be esti- 
mated. If we rely upon voluntary insurance, every individual and 
enterprise will be compelled to make commitments on the basis of 
their own individual subjective and necessarily speculativ 
ments of the risk of damage to their interests. If premium rates are 
held low enough to be attractive, they may not cover losses; if they 
are set high enough, they may be prohibitive. 

+. Existing administrative organizations and systems should be 
used to the fullest possible extent so as to conserve 


that time, 
Specifically, 


to determine both the 


population to 
upon those 


2asSeCss- 


man powe r and 
other costs and to preserve flexibility. Arrangements for restitution 
should be adequate for coping with extensive damage and yet not 
too cumbersome and costly to maintain over an extended period of 
uncertainty. 

The bills which are presently under consideration by your committee 
are designed to meet one or more of the broad postdisaster needs. 
The most comprehensive bill, S. 1309, is intended to cover the prob- 
lems of (1) compensation for real and personal property damaged 
destroyed by enemy attack or action to defend the sea ar — 
against such attack, (2) protection for families of workers jure “cl 
killed while at work, and (3) protection for the families of civ “i defe 
workers injured or killed in the performance of civil defense duties. 
S. 439 embodies the first of these provisions, and S. 114 contains 
the first two. 

Insofar as real and personal protection is concerned, the 
the Budget takes the view, on the basis of our studies 
the bills would be imadequate for their intended pu 
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event of major enemy attack, damage might be many times the funds 
which these bills would make available for the settlement of claims. 
On the other hand, if the financial limitations were increased, the 
legislation might involve the assumption by the Federal Government 
of contingent habilities so large as to preclude the acce ptance of 
responsibility for other postdisaster needs of higher national priority 
under emergency conditions. To provide in advance for prorating 
the fund would add a special element of uncertainty for each policy- 
holder—a kind of uncertainty that is foreign to insurance concepts 
as they are generally understood in this country. 

Thus the policyholders would either be misled as to the amount of 
protection they really have or the Government contribution would 
have to be increased to many times the $1.1 billion authorized under 
the bills. If the latter course were followed, so that the Government 
contribution became the major source of funds for the settlement of 
claims, it would become extremely difficult to justify not providing 
compensation to those people who, for whatever reason, had failed 
to take out insurance. 

It is for these reasons, as well as others which are discussed 
more detail in the staff memorandum, that we believe Government 
war damage property insurance should not be undertaken on a volun- 
tary, contractual basis. Instead, the Congress might well consider 
the enactment of a program for the indemnification of owners of 
damaged property which would involve the advance assumption by 
the Federal Government of only a limited liability. If the amount 
originally specified proved insufficient, the compensation would be 
on a partial basis unless Congress later decided to increase the authori- 
zation. This would leave for postwar determination the question of 
the extent to which the Federal liability should be increased. It 
could then be determined by the Congress in the light of the extent 
of total war damage, other governmental responsibilities, and available 
resources. This timing seems appropriate because the bulk of any 
such compensation payments should not be made until materials are 
available for restoration. There would be no individual contracts to 
imply either a legal or a moral commitment that the Government 
should provide such an increase. 

In addition to the insurance of real and personal property, two of 
the bills propose Federal Government reinsurance of any liability 
which may be imposed on employers and their sureties under State 
workmen's compensation acts and similar laws for injuries or disease 
suffered by workers as a result of hostilities. No one knows the 
extent to which such liability would legally be imposed on employers 
and their sureties; as a matter of fact, it is likely that the courts 
would decide differently under different State laws and with respect 
to different types of employme nt. For this reason, and because the 
risk of war injury or death is incalculable, no insurer could provide 
accurately in premium rates for this risk. Thus, in the absence of 
some overriding Federal provision, State workmen’s compensation 
funds and insurance companies, and ultimately many employers are 
confronted with the possibility of bankruptcy if this country is 
attacked. 

Here too, the proposed Government commitment for reinsurance 
may be inadequate in the event of heavy attack. One alternative 
method of handling this problem appears to be through a Federal 
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enactment, under the war powers of the Federal Government, re- 
lieving employers and their sureties of their liabilities for injury or 
death caused by war. It should be borne in mind, however, that to 
the extent to which employers and their sureties are relieved of t} 
liabilities, the employees and their families are deprived of protection. 
This serves to reemphasize the need which I mentioned earlier for 
providing some income to the dependents of all persons injured or 
killed because of enemy action; moreover, this protection is needed 
by the dependents whether the breadwinner was or was not covered 
under the workmen’s compensation laws of his State and whether the 
attack came at night when he was at home or in the daytime when 
he was at work. 
To move to the third aspect of these bills, it seems 


ese 


general system of protection which may be provided 


the population should apply to civil-defense workers i: 


through enemy action As for those ¢ ivil- defe nse worke 
killed in training or while on duty in advance of e1 


tl 


would seem that the basic philosophy underlying the Civil Defens 


Act presumes that each State should prov ide protect ion in the manner 
and to the extent that it sees fit. The method that seems most feasible 
is for the States, in the role of employers, to provide coverage for 
these volunteers under their workmen’s compensation laws against 
the continge mey of such predisast« r injuries or deaths. some States 
now provide such protection for volunteer firemen and other unpaid 
officials and a few have already extended it to civil-defense workers. 

Let me repeat, however, that we recommend Federal assumption 
of the entire responsibility for benefits to civil defense workers injured 
or killed as a result of enemy action, in the same manner and to the 
same extent as that responsibility would be assumed for the rest of 
the population. 

In conclusion, the Bureau of the Budget would again like to urge 
that the Congress, before enacting legislation on any one phase of 
this subject, give consideration to the other phases of the whole war- 
damage problem which need to be dealt with under common policies 
as part of a coordinated plan. Under present conditions, many 
aspects of this problem have become relatively much more important 
than they were during World War Il. Based on our studies to date, 
we believe that a practical and coordinated solution can be devised to 
meet these needs. 

Mr. Chairman, again I would ake to sav that obviously the state- 
ment I have read does not point to definite and final conclusions on the 
part of the Bureau of the Budget or the executive branch on any one 
of these aspects of the problem that you had before your committee. 
We have been working for some time on this problem with the agencies 
concerned, 

I think that from the testimony which you have had before you 
here in the last few days, it is quite clear that there are still many 
aspects of this problem in which there are some differences of opinion. 
But we did feel that we wanted to give you the benefits of the tentative 
conclusions which we have reached to date in our deliberations and 
discussions on the subject. 

It is a very difficult problem and one which I think merits the very 
careful study and consideration of the Congress. Because of its 
difficulty we did not want to appear to be too definite on some of 
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these phases of the problem because we have to recognize that there 
is still more work to be done before we can reach that point. 

I would be very happy to attempt to answer any questions I can, 
and these other gentlemen here with me who are more familiar with 
some of the aspects of the problem than I am will also be available for 
the committee. 

Senator Frear. Mr. Staats, I am sure we are mighty happy to 
have your comments. I had not had the privilege of going over this 
before you read it, but I notice that many of your recommendations 
seem feasible and you do make some rather definite recommendations. 
I assume from what you have said that in the light, as far as you have 
gone in analyzing the over-all question, that you will, we hope, within 
a very short time, give us, as far as you are concerned, definite recom- 
mendations on these that are now tentative. 

Mr. Sraats. Yes, sir. 

As to the timing, we are working on this problem as rapidly as our 
resources permit us to do so. I think it will be a reasonably short 
period of time before we can give this committee our more specific 
detailed recommendations on it. 

Senator Frear. [t is my opinion that the committee will rely very 
heavily on the recommendations of the Bureau of the Budget because 
that is certainly one agency that we are going to at least get the over- 
all picture from. People who have testified here before, and who will 
probably testify again a little later, certainly have definite aims that 
they would like to accomplish. Many of them so far have been very 
definite about the over-all coverage. This committee certainly will 
have to consider the over-all coverage. As I pointed out in the open- 
ing statement, we are interested in the economics of this as well as the 
aspects that have been mentioned by previous witnesses. 

Mr. Sraats. I think it has been pointed out before this committee 
by some of the other witnesses that the potential liability of the 
Federal Government resulting from the kind of attacks that we might 
expect in the event of another period of all-out hostilities would be 
really tremendous as far as the burden upon the Federal budget and 
upon the resources of this country is concerned. The situation today 
has many ramifications which, I believe were not present in the last 
war, either in this country or in Great Britain. Great Britain, of 
course, has the most pertinent experience of any country. That is 
one of the reasons, very frankly, that we wanted to take a very careful 
look at this problem, because we realize we are making recommenda- 
tions that may involve very, very serious consequences, in the event 
that this contingency we are discussing should come about. 

Senator Frear. I think that is the correct approach. 

Mr. MacPuait, do you have something that you would like to add? 

Mr. MacPuat. I have nothing further to add beyond what Mr. 
Staats said, Senator, but I will be happy to answer any questions. 

Senator Frrear. Mr. Labovitz? 

Mr. Lanovirz. I am in the same position as Mr. MacPhail. 

Senator Frear. Senator Schoeppel. 

Senator Scuorepre.. I am sorry I could not be here earlier, but 
I was tied up in executive session. 

I assume Mr. Staats has covered, in a general way, the approach to 
this. Whether it is a piecemeal or an entire approach, we will have 
the recommendations, as the chairman had indicated, and we will later 
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have the benefit of the Department’s thinking on this. We have had 
a number of witnesses before us. Some have stressed approaching it 
from a piecemeal angle, to get something underway and going. It is a 
very complicated matter and a terrific job to harmonize and integrate 
all these various factors that have to be taken into consideration. 
The ennen ee SANS itand the period of financing itand the leeway 
that the Government or the agency handling it will have in finally 
working out the obligations are all matters that I certainly welcome 
the broadest searching approach that the Bureau of the Budget can 
give to us. 

| am going to read your statement and what has gone into the record 
by way of questions and answers. 

Mr. Sraats. Dealing with the general point vou have made, Sena- 
tor, one of the things I would like to underscore in the statement 
that I have read is that we feel necessarily there must be some very 
definite limitation -recognized as far as the Federal Government’s 
responsibility for compensation of damage of this kind is concerned. 
It cannot be absolutely unlimited. 

The other thing that we feel fairly strongly about, on the basis of 
our studies to date on this matter, is that the voluntary insurance 
principle does not appear to be applicable in the kind of a situation 
that we are attempting to deal with. In the Civil Defense Act, we 
have recognized the responsibility for protection is a Federal Govern- 
ment responsibility working with the States. Insofar as it is a Federal 
responsibility it should be shared by all the taxpayers. We feel — 
same principle probably has to be extended to take care of the situa- 
tion in the period following an attack. There will he: many acaba 
that will have to be answered immediately after such an attack; for 
example, do we attempt to sustain community life in this area? 
If it is an area that is engaged in war production, then there must be 
some responsible authority of Government to say whether or not we 
should attempt to maintain production in the area, or whether we 
shift workers and productive facilities to plants in other areas. That 
is obviously a very important decision. I think it is a decision which 
probably would need to be made by authorities other than those 
which are directly responsible for restoring housing and transportation 
and other facilities in the damaged community. 

I think that first decision would probably be one that would have 
to be made largely within the defense production agencies. The latter 
decision would probably have to fall to agencies that have direct 
responsibilities in the area, such as housing and others who are en- 
gaged in community facilities types of programs. 

Senator Frear. Since you have made the statement that you 
think voluntary coverage or insurance would be inadequate, have you 
done any thinking that perhaps the cost of rehabilitation, both 
physical and human, could be gotten through overall taxation; that 
is, to be specific, have you done any thinking about levying a tax on 
all individuals and corporations to take care of the cost of any pro- 
gram that might be instituted or initiated? 

Mr. Sraats. Of course, it is a common defense cost, and there has 
been some reference made and some discussion given to the idea of 
compulsory insurance. I come from the State of Kansas and my 
family lives on a farm in Kansas. I do not think they would feel 
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very good about a special levy or compulsory insurance as there is 
no real danger of attack in that area. 

On the other hand, I think they recognize that it is a common de- 
fense cost, just as civil defense is, or the cost of carrying on a war. 
I think that in view of the magnitude of possible damages, such as 
we are thinking about, the voluntary insurance principle just does 
not seem to be applicable either from a standpoint of the place where 
the burden is placed or in terms of it being a practicable means for 
taking care of the damage after it has occurred. 

Senator Frear. Assuming that an over-all tax comparable to an 
income tax, or even in addition to the income tax, but particularly 
earmarked for coverage of the bills that we have before us, an over-all 
coverage, and assuming that billions of dollars were raised in that 
manner and we were fortunate enough not to have to spend that money 
because of not being attacked, or the war damages were slight or none 
at all, that money raised could be used for the reduction of our na- 
tional debt. 

Do you think that the people of this country would oppose—and 
naturally none of us like to pay additional taxes—but could not a 
program be submitted to the people of this country on an involuntary 
basis or a mandatory basis—increasing their taxes—the revenue as I 
said, put into a special fund, and if the funds were not needed in 
compensating people for either life or property damage, that fund 
could be used for a specific purpose that would in reality benefit the 
entire population? 

Mr. Staats. I would like to make a general comment on that, and 
then have Mr. Labovitz comment on it, as he has given a more detailed 
study than I to the problem. But the need will come after an attack, 
obviously, and the question that you run into in terms of such attacks, 
is, of course, how much of a fund do you need. If one bomb falls and 
perhaps hits in a not too vital area, then your problem is limited. 
But if you have many bombs fall and they all strike vital centers then 
your problem is, of course, quite a different one. I think you face 
that kind of problem in the suggestion that you have outlined. 1 
would like to ask Mr. Labovitz to add to that, if he will. 

Senator Frear. I think, Mr Staats, that it is generally the thinking 
and although my statement was rather general and could be dealt 
with later, the necessity of taking care of emergencies as they arise 
perhaps must be our first consideration, that is, when people are made 
homeless and are without food. It is certainly an obligation, not only 
of the Federal Government, but in my thinking the States have a very 
definite obligation, and cities and municipalities, in addition to our 
charitable organizations, such as the Red Cross or other similar 
org ranizations. 

Mr. Laxsovirz. Mr. Chairman, I hesitate to speak on as broad s 
question as you asked, because it certainly has many ramifications in 
terms of tax policy y and economic implications, but perhaps this much 
can be said: That as far as a dedicated tax is concerned, there would 
be somewhat the same diffie culty i in setting a rate in advance, because 
of uncertainty as to how large a fund might be needed to meet these 
risks as there would be in setting insurance-premium rates. This 
difficulty arises from the incalculability of the risk to be dealt with. 

From the broader point of view, however, any taxation now would 


be helpful for the defense effort and the economy as a whole because it 
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would help to reduce present inflationary forces that were set in 
motion by the defense effort; it would help to reduce Government 
debt, in the hands of the public or the banks, and by that very result 
would put the Government in a better position fiscally to deal with 
postdisaster or postemergency problems. 

The economic realities, of course, are that whatever restoration 
might be made after the war or attack, would have to be done out of 
manpower and materials and resources available at that time. No 
amount of stockpiling could result in stockpiling all the things that 
might be needed in order to restore community life and production 
after an attack. The main virtue, therefore, of taxing now in order 
to meet these later obligations is that we would be in a better financial 
position, inflationwise, now, and we would also be in a better position 
after an attack. 

Senator ScHoepret. I would like to ask you this question, Mr. 
Staats: 

Would vou specifically recommend against the plan brought out 
here by the general counsel of the RFC?) They thought that the War 
Damage Corporation should be reactivated, if we had to move into 
this thing quickly. Maybe I have not made myself exactly clear 

The RFC was tied in with the old War Damage Corporation and 
the structure, the framework, the experience, the personnel, the adap- 
tation to the coverage all over the country was set up, there was a 
pattern developed there. Do you have any comment to make on that? 

Mr. Sraats. | would like to answer that question in two ways, 
Senator: 

We would like to see both the available personnel and t! xperi 
of the War Damage Corporation utilized to the very maximum extent 
1 think there are a great many people that have had useful experience 


in this kind of an operation, and | think the experience hat we had 
with the operation of the law in the last war would undoubted 
verv helpful. 


However, before coming to the conclusion that we should reenact 
that kind of legislation, | would think that we might well examine the 


difference between the kind of a situation that we hay 1 event 
of the kind of attacks we are worried about here today and the kind 
of situation we had in the last war and which formed the basis for 
the kind of legislation which was put on the statute books 

I feel, as indicated in my statement, that the legislation under 
which the War Damage Corporation operated, would not be applica- 


ble, and we might be just misleading ourselves if we attempted to set 
that kind of a program up without recognizing the problem is quite 
different in terms of the extent of the damage, and in terms of the kind 
of damage that it would impose upon an entire city rather than upon 
key targets involving particular pieces of property 

Senator ScHoEPPEL. We will have to grapple with the situation; we 
will have to have some type of legislation. Thinking only in terms of 
cretting something on the books and under WAV, to De ¢ xpanded, as 
later studies and developments show that we should, seems to me to 
be advisable because of the uncertainty developing all over the 
country as to whether they can obtain this type of insurance and are 
willing to pay a premium for it. That is the thing that gives me some 
concern. I am going to admit that I cannot think this thing all 
through. It is so big and so complicated and so many factors enter 
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into it that I do not believe we can cover it in one piece of legislation. 
That is what gives me some concern. What are we going to do during 
this interim time? Would it be the mark of better judgment to move 
in with a structural development here and then add to it, hoping, of 
course, that the calamitous part of it never comes? Or should we 
carefully take it step by step and then approach it on an all-inclusive 
basis? 

Mr. Sraats. I think it might develop that it would be wise not. to 
try to cover all of it in one single piece of legislation, | say that from 
the standpoint of dealing with the problem, as a practical matter, that 
you have before this committee. I would suggest, though, that the 
property aspects of this problem be dealt with as a whole in terms of 
general principles and general policies that would apply to all property 
rather than to deal with the question of voluntary insurance at this 
time and then perhaps reach a conclusion that that was not a feasible 
arrangement. 

Senator SCHOEPPEL. I am glad to have that viewpoint, because the 
pressing demand now appears to be coming from the property angle of 
it. I think that is a fair statement. I am glad to have your sug- 
gestions on it. Then, of course, there is much uncertainty about what 
is likely to happen in the workmen’s compensation field as it ties in all 
these States, the different laws, different requirements for the res- 
pective States, and to what extent the Federal Government is going 
to overlap and require States to meet the emergency demands of this 
thing. Maybe those two might be grouped together in some way. | 
don’t know. That is what we hope to get as much enlightenment on 
as we can. 

Mr. Sraats. Obviously I think, as you have indicated, the ob- 
jective would be to cover as much of this as you possibly could, but 
you also have the practical problem of being sure that when you do 
enact legislation that you are moving in the right direction. 

I think in part it may be desirable to establish the machinery which 
can give you some further study to this problem. You may not be 
able to have the final word on this at the present time, and this prob- 
lem may take a good deal more study because it is very complicated 
and the ramifications of it are so very great. 

Senator ScHorprer. My first thought is that we want to eliminate 
as much as possible unnecessary duplication. We want to eliminate 
as much as possible the developing of an entire new department. That 
is the reason I was particularly interested in what your judgment would 
be, thinking in terms of the old act and how it was administered, and 
the resultant benefits that might be expanded, and the added responsi- 
bilities. We may well have to consider erecting a framework in this 
session and then expand it. 

[ take it, from your testimony, the way it was handled before 
through the War Damage Corporation and the RFC was generally 
pretty satisfactory. Of course, it would have to be elaborated upon. 

Mr. Staats. You have the problem of postattack which was not 
really thought through in the last war; namely, the provision of trans- 
portation, housing, water supplies, and things of that kind. 

We have within the framework of the Civil Defense Act responsi- 
bility for meeting the immediate problem just after an attack, to take 
care of the damage and provide those kind of facilities. There is 
authority in the Civil Defense Administrator. Provision is also made 
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in that act for utilization of any appropriated money to meet emergen- 
cies. But the longer-term problem is what kind of compensation do 
you provide for property owners and for individuals who have lost 
their income and livelihood as a result of this attack. That is the more 
particular problem that this legislation I believe is designed to deal 
with. 

In other words, the point that I wanted to emphasize is that I 
doubt if you could center the total responsibility for restoration of 
facilities and the making of payment to people who have lost their 
income in one agency. 1 doubt if that could be done. But I do think 
we ought to use the existing agencies absolutely as far as we can. 

Senator SCHOEPPEL. Is your Department giving some thought, 
some study, to that pbase of it now? 

Mr. Sraats. Yes, sir. 

Senator ScHOEPPEL. Will we have the benefit of that within not 
too long a period of time, because we are going to have to make some 
tracks on this thing. We cannot remain static too long, because there 
is a very pressing demand that the Congress do something on this. 
| for one am appreciative of that fact that’ you are making a study of 
it, and I take it you will be available to come before the committee 
again on call when you do have those outlines ready for us. 

Mr. Sraats. I will be very happy to give the committee any help 
that we can. 

Senator Scuoerre.. | have no further questions. 

Senator Frear. Is there anything Mr. MacPhail or Mr. Labovitz 
would like to add to this discussion? 

Mr. MacPuain. | don’t believe so, Senator. 

Mr. Lasovirz. No. 

Senator Frear. Thank you very much for being with us _ this 
morning and giving us this information. 

Mr. Daniel Cleary, Chairman of the War Claims Commission. I 
believe he also has with him Mr. Stetler and Mr. Wiener. 

Mr. Curary. Yes, sir. 

Senator Frear. Mr. Cleary, you may proceed, if you desire. 


STATEMENT OF DANIEL F. CLEARY, CHAIRMAN, WAR CLAIMS 
COMMISSION 


Mr. Cieary. Mr. Chairman and members of the committee, | am 
Daniel F. Cleary, Chairman of the War Claims Commission. 

First, | wish to express my appreciation to this committee for the 
invitation to testify on these bills concerning the reactivation of 
the War Damage Corporation. The War Claims Commission is vi- 
tally interested in matters relating to the various types of claims 
arising out of, or as a result of, war, and is pleased that it has been 
given the opportunity to contribute such information as it may have 
which might be of value to this committee on the general subject of 
war damages and war claims. 

This is particularly true in view of 0 fact that section 8 of the 
War Claims Act of 1948 directs the War Claims C ommission to make 
a study and evaluation of all the many jou of claims arising from 
World War II, so that legislation dealing with this problem could be 
considered as a whole rather than on a piecemeal basis. 
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In order that this committee may have the benefit of some of the 
knowledge and experience which has been derived from this study, 
I would like to have Mr. C. Joseph Stetler present that part of the 
study which has a bearing on the bills under consideration. 

If there are any questions which members of the committee would 
like to ask, I shall be glad to answer them, either now or at the con- 
clusion of statements by the other representatives of the Commission. 

Senator Frear. Mr. Stetler. 

Mr. Srerter. Mr. Chairman and members of the committee, my 
name is C. Joseph Stetler, and I am here representing the Commission. 
I have a prepared statement which I would like to read, with your per- 
mission. 


STATEMENT OF C. JOSEPH STETLER, WAR CLAIMS COMMISSION 


Mr. Srerter. It may be observed that the War Claims Commission 
was not created for the purpose of inquiring into the insurance aspects 
of war claims or losses, and our studies have not been primarily con- 
cerned with this feature. However, it is our belief that the experience 
which the Commission has gained in surveying and studying war 
claims arising out of World War LL may be of some benefit to this com- 
mittee in its consideration of war-damage-insurance legislation. 

The War Claims Commission, established by Public Law 896, 
Eightieth Congress, on July 3, 1948, and activated on September 14, 
1949, was directed, in part, to submit information to the President for 
transmittal to the Congress, concerning the various types of personal 
injury and property claims arising out of World War II. 

Section 8 of the act of Julv 3, 1948, as amended, directed the Com- 
mission to inquire into and report with respect to the estimated number 
and amount of claims arising out of World War II, classified by tvpes 
and categories, and the extent to which such claims have been or may 
be satisfied under international agreements or domestic or foreign 
laws. It was further required that the report contain the recom- 
mendations of the Commission for appropriate legislative action con- 
cerning such claims and suggestions as to the administrative methods 
by which such recommendations may be accomplished. 

The initial report of the Commission, House Document No. 580, 
Kighty-first Congress, was required by law to be submitted by March 
31,1950. Copies of this report have been furnished to your committee 
In complying with this request, the Commission was unable to. prepare 
as complete and comprehensive a survey as a study of this com- 
plexity and importance deserves. However, a supple mental report is 
now being prepared, which it is anticipated will be submitted during 
October or November of this vear. 

In the preliminary survey, the Commission was able to obtain at 
least a partial picture of the types of claims arising out of World War 
Il, the countries in which they arose, and the extent to which they 
have been satisfied through private insurance or governmental inter- 
vention. For a statistical résumé of this information, the attention 
of the committee is invited to pages 78-85 of the printed report. 

The activities of the War Claims Commission to date have demon- 
strated that the problem of settling war claims presents many diffi- 
culties, resulting primarily from the complex character of the losses 
and damage, the diversity of possible responsibilities, the variety of 
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legal means available to achieve indemnification, and the legal ob- 
stacles to surmount in the process. In view of the great number and 
variety, as well as the aggregate amount of such claims, it is highly 
desirable that proposals for their payment be preceded by careful 
study. Aside from the problem of what claims should be paid and the 
equitable treatment of various types of claimants with respect to 
priorities, there is also mvolved the fundamental problem of the 
ultimate source and amount of the funds to be used for satisfaction. 

Prior to World War II and the establishment of the War (Ciaims 
Commission, the settlement of war claims and the affording of relief 
to nationals of the United States suffering as a result of war has gven- 
erally been effected by the creation of international tribunals. De- 
spite the fact that the handling of claims arising out of earlier wars, 
in terms of number and value, was relatively simple, their settlement 
has usually been accompanied by a complex, prolonged, aa dis- 
couraging presentation of claims calling for diplomatic redress from a 
foreign power. 

As a result of the acceptance of the theory of total war by certain 
countries, the tremendous increase in the areas of wartime operations, 
and the development of new and more destructive types of weapons, 
an increasing number of war claims has resulted from World War II. 
Such an increase has served to multiply the postwar settlement prob- 
lems involved and, therefore, emphasizes the need for establishing 
immediately the most effective machinery for providing relief. 

In addition, our study and conclusions with respect to the settle- 
ment of claims arising out of World War Il emphasize the desirability 
of either an advance msurance plan or a commitment to indemnify 
United States citizens for wartime property loss, personal injury, or 
death. 

With the turn of events in Korea and the increasing international 
tension, property owners, individual citizens, and representatives of 
business and industry are rightfully concerned over the necessity for 
comprehensive war-damage insurance. 

In reviewing the three bills which are the subject of this hearing, it 
appears that thev are substantially similar except with respect to the 
provisions of section 3. Insofar as section 3 refers to the financial 
participation by the Reconstruction Finance Corporation and the 
management by the War Damage Corporation of its fiscal affairs, the 
uniformity contimues. However, each of the bills specify different 
areas of authority m the issuance of imsurance or reinsurance. 5. 439 
is limited to the coverage of property loss and damage; 5S. 114 would 
authorize the underwriting of liability for personal injury or disease 
cognizable under workmen’s compensation acts or similar imsurance 
laws; whereas S. 1309 would, in addition to this coverage, provide the 
War Damage Corporation with authority to insure or reinsure certain 
civil defense workers for personal injury or death. 

Despite the variations in the proposed legislation as to the types of 
‘war risks’ to be covered, the bills all propose that the War Damage 
Corporation shall have succession until July 1, 1955. Inasmuch as 
the members of the committee are familiar with the history, authority, 
and operations of the War Damage Corporation during World War I, 
I will not touch on that subject except to comment that the system of 
employing to the fullest extent the knowledge, experience, and facili- 
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ties of private insurance industry appeared to operate in a successfu] 
and efficient manner. 

In addition to the reasons outlined above, certain general considera- 
tions are present which even to those uninitiated in the science of in- 
surance appear to point up the desirability and necessity for legislation 
of this type. 

The essence of insurance is the contribution by the members of a 
group to a fund out of which the losses of the unfortunate members are 
compensated. One of the rules of operation which makes insurance 
possible results from the study of past occurrences which have been 
recorded and analyzed and then reduced to formulas which guide the 
underwriter in his decisions. This principle cannot be employed by 
insurance companies in dealing with wartime losses, inasmuch as such 
losses are not amenable to actuarial principles or the normal behavior 
of events. Thus, the various types of insurance policies contain 
standard phraseology relieving the insurance companies from responsi- 
bilities for loss, injury, or death arising out of wartime activities, It 
appears that in certain instances involving workmen’s compensation 
and similar insurance the underwriters have not been so relieved from 
liability. 

By being able to transfer these risks of loss to a Government cor- 
poration and by authorizing such corporation to insure or reinsure 
wartime losses not presently covered, industry and individuals would 
be relieved from certain of ihe anxieties which result from the present 
world situation and would be free to direct their energies and activities 
along other lines. Further. without such reinsurance. private com- 
panies would be financially incapable of underw riting the losses which 
would be incurred in wartime. 

In commenting on the bills. the Commission would like to make 
two specific suggestions for the consideration of the committee. The 
first deals with the possible expansion of that part of section 3 which 
limits coverage generally to property situated in the United States, 
the Canal Zone, United States Territories and possessions. and certain 
property in transit as well as bridges and tunnels between the United 
States and Canada and Mexico. It is the feeling of the Commission 
that, in addition to such coverage, the right to purchase insurance 
should be extended to United States nationals living or owning prop- 
erty abroad. 

Such an extension is suggested in the interest of sound international 
relations and to provide for the immediate and equitable compensa- 
tion of the claims of our nationals. The arrangement would insure 
the compensation of just claims without dependence upon the uncer 
tainty of future financial settlement with foreign governments or ulti- 
mate realization on vested enemy property. 

Senator SCHOEPPEL. May I ask a question here? 

Senator Frear. Yes, 

Senator ScHorpret. That statement seems to me to be very broad 
from the standpoint of the implications that would follow. I am 
wondering if your thought is that if our business groups or American 
citizens going to foreign countries to develop businesses under con- 
cessions made by foreign governments, whether we should attempt to 
cover losses, irrespective of what the guaranties of those countries 
might have been to those business enterprises developing properties 
in those countries, 
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Mr. Srerier. It is a broad suggestion. Some of the guaranties we 
hear about I think possibly in terms of realization are somewhat 
theoretical. In our experience in surveying claims arising out of 
World War II we have come across many individual claimants who 
have suffered property losses abroad, not necessarily some of the 
larger companies which possibly vou have in mind, but individuals 
who do not have access, apparently, to these guaranties by foreign 
countries and have not been able to recoup through present sources. 
They have, through their losses, lost all of their assets and they are 
not able to go back in business and they are in bad shape. To that 
extent we feel they should be given as much protection, possibly, as 
business interests or people in the United States. } 

Senator Scuorrret. My thought is of those people who go beyond 
the continental United States, who go over into Europe, say, under 
some of the new programs that have been talked about, at least, and 
which are probably a little visionary at the moment, but could come 
into actualitv. When they go over into those countries and make all 
their business profits there, why should we give them full coverage as 
against the people in this country vho accept all tI e hazards. pay 
the taxes, and keep the United States of America rolling? 


] 


Mr. Srerier. Of course, to the extent these peopie are able to 
recover under some of these other guaranties we would not wai 
to duplicate that arrangement, but the Government now is enga; 
in encouraging American capital and industry to go abroad 
as a part of that program it would seem logical to us to at 
some measure, to insure them against loss. 

Senator ScHOEPPEL. | am just wondering how far the American 
people, if they actually knew that broad phase of coverage, would 
stand for it. That is what [am thinking about. 

If you will pardon the interruption, | wanted to raise that question 
at this point in the record It did seem to me that pretty broad cover- 
age that might be anticipated, and certainly I would have some 
alarm about being that generous. 

Mr. Srerier. If such settlements were realized at a later date 
through treaties of peace or other international agreements, the War 
Damage Corporation could be reimbursed for the sums expended in 


covering identical losses or injury. In actuality, the United States 
Government, in negotiating such treaties and international settle- 


ments, would be in a much more favorable position, having 
available information as to the valuation of the loss or damage, than 
they are in their present negotiations of mternational agreements 
aimed at the settlement of claims arising out of World War II. 

The second point suggested by the Commission is the extension of 
insurance coverage to include protection against injury, diseases, and 
death arising out of war risks. 

It is noted from the records of the hearings conducted by this com- 
mittee and the Committee on Banking and Currency of the House of 
Representatives during the second session of the Eighty-first Congress 
on similar legislation that many of the witnesses agreed that the ques- 
tion of insurance protection by the Government should not be limited 
to property loss or damage. 

It is the feeling of the Commission that the protection of individuals 


in the United States and United States nationals abroad is as unpor- 





186 WAR DAMAGE CORPORATION ACT OF 1951 


tant as granting protection for property loss or damage. The possibili- 
ties of atomic, biological, and chemical warfare attacks on the civilian 
population and the catastrophic nature of the damage that can result 
therefrom dictate, in part, our feeling in this regard. 

It is interesting to vote in this connection that during World War 
II, both England and Germany had personal injury acts, providing for 
the compensation of personal injury. 

S. 114 would provide a measure of protection against wartime in- 
jury and disease by extending authority to provide: 
reasonable protection against liabilitv imposed under any workmen’s compensa- 
tion act, occupational disease act, emplover’s liability act or similar law, for injury 
or disease suffered by employees and arising out of or in the course of employment, 

The effect of this provision is to protect the insurance companies 
providing insurance of this type, self-insuring employers and certain 
State funds. rs erg Dg uiiepiatdete. Saag asirenalefled we ete 
number of individuals. The question remains, however, of what 
should be done with civilians who are not covered by workmen’s com- 
pensation laws or who are injured at a time or place when such laws 
do not apply. ‘The mere fact that a person is injured off the job does 
not mitigate against his need to provide for himself and his family. 

5. 1309 would provide, in addition. to the above: 
reasonable compensation for personal injury or death suffered by any civil defense 
worker (subject to the order or control of a State government or any political sub- 
division thereof) in the performance of civil defense duties under a State civil 
defense program; 2 

In addition to leaving unanswered certain of the questions raised 
with respect to 5. 114, as to other segments of the civilian population, 
it is believed that the uncontrolled and voluntary nature of the em- 
ployment of the public in civil-defense activities would make this 
provision difficult to administer. Then, too, the probable complete 
participation by civilians in defense activities, in the event of invasion, 
would mean that this provision in operation would cover a very high 
percentage of the civilian population. 

In conclusion, I would like to state that the War Claims Commission 
believes that there is an urgent need for the formalization of a legis- 
lative program for resolving damages resulting from World War II 
and for preparing stand-by war damage legislation that will aid in 
ameliorating the devastation and chaos of a possible future war, 
which we hope will never come. This is an opportune time for creative 
legislative thinking and action for the regulation of war damage 
compensation. 

In view of the urgency of this matter, there has been no opportunity 
to receive a reply from the Bureau of the Budget in advance of the 
presentation of this statement to the committee. 

That concludes my statement. | believe, however, the com- 
mittee may be interested in hearing from Mr. Myron Wiener, 
who is a member of the Commission, and who spent many vears 
abroad. Mr. Wiener himself was a } prisoner of the Japanese during 
World War I, and for that reason has been able to observe firsthand 
certain ot the losses and the personal injuries and damages that re- 
sulted during that period. 

Senator Frear. Mr. Wiener. 
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STATEMENT OF MYRON WIENER, COMMISSIONER, WAR CLAIMS 
COMMISSION 


Mir. Wiener. Mr. Chairman and members of the committee, my 
name is Myron Wiener, and I am one of the Commissioners on the 
War Claims (‘ommiussion. I have ho prepared statement, but | 
would like to make a brief comment in which the committee would 
perhaps be particularly interested. I think it is safe to Say that of 
the vast number of war claims which the War Claims Commission 
now studying, the overwhelming majority of those claims 
reason of damave which occurred outside of the United Sta 
claims are, of course, by American citizens who hap; 
either bee 1 caucht abroad or have lived abroad Ol 
and investments abroad. 
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Mr. Wiener. That is quite true. 

Senator ScHorPpPe.. To go right back into that nation’s financial 
system under their-laws, rules, and regulations. 

For the life of me it sort of scares me when I think we are going to 
guarantee everybody all over the world—somebody is going to have 
to pay for it. TI would like to have someone tell me if you have given 
any thought and study to how this thing can be financed on some sort 
of equitable relationship with the American citizenry who are going 
to have to bear the biggest brunt of this thing. By way of premiums, 
by way of rates; it would seem to me it presents suc a: a vee nee 
field that it might be well, if we are going to consider it, to set up a 
separate division for this foreign investment field. 

Do you have any thought on that subject? 

Mr. Wiener. As Mr. Stetler pointed out in his statement we in 
the War Claims Commission are not charged with the duty of exam- 
ining these claims from the insurance problem, and we realize the 
great difficulty. If the problem were easy I suspect we would have 
had the answer for you this morning, but it is very difficult and we 
have no suggestion in that respect except to say this: That in all 
previous wars, as after World War II, a War Claims Commission was 
set up to consider these meritorious claims. Here we are on the 
War Claims Commission scratching our heads to find out how these 
claims are going to be met. It seems to us that some consideration 
might be given to letting the people who are abroad contribute to 
their own fund which would pay them something if and when damage 
occurs rather than try to take it out of a general fund after a war, 
or out of the taxpayer’s pocket or try to get it from the vanquished 
nations, which is impossible, because we know now we can get nothing 
from the vanquished nations. We are pouring billions into the van- 
quished nations to help build up their economies. 

We only throw out the thought that since these damages a avs 
occur, and because after the war there is always a scramble to try to 
find the money to pay to some of these meritorious claims, that S r'- 
haps some system of insurance, voluntary insurance, if it is going to 
be set up, might be set up to cover thet tvpe of thing whic th always 
happens and always has happened and which is going to happen again. 

Senator Scuoepret. Would it not be practical, at least, to suggest 
for future consideration, if we are going to go into this, that that should 
carry a higher rate. Do you not think so? 

Mr. Wiener. Perhaps so. Perhaps, on the other hand, it might 
be suggested that it would call for a lower rate, in view of the point 
4 program and other incentives which are given to business men to 
go abroad to sell American ideas and the American idea of free enter- 
prise and propagate the ideas of democratic government which our 
people abroad do while carrying on the greatly expanded foreign 
trade of the United States, a trade which has become very, very im- 
portant to the economy of the United States, especially since World 
War II. As a matter of fact, other countries who were leaders in 
foreign trade always subsidized their people to go abroad. Americans 
who go abroad and work abroad pay taxes to the American Govern- 
ment, while in the case of the foreign traders of other governments 
who go abroad they are exempt from taxation. 
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Take the case of the British. When they send their people abroad 
their people do not pay any British taxes. Our people abroad and 
our corporations abroad do pay taxes. 

Senator Frear. Only on the money returned to this country, 
though. 

Mr. Wiener. On profits which they actually get in hand and they 
bring here. Very often they have made profits because of foreign 
exchange laws and they are unable to bring the money out. Then 
thev do not have an actual in-hand profit 

Mr. SreTLer. Senator, in connection with your comment as to how 
to determine the amount of the premium, I do not know, I am not an 
insurance expert and [I do not know how, actuarilv, in the United 
States they are going to compute the premium on property in the 
United States if this act were passed, but it seems to me that in 
terms of experience with respect to property abroad we might have 
just as good or better standards. 

The Treasury Department before World War II made surveys of 
property abroad owned by United States nationals We do have a 
fair picture, or at least we can get a better picture of what the damage 
was that resulted from World War Il. That ts some experience in 
the terms of affecting a rate or a premium. I do not know that the 
rate should be the same or whether it should be higher or lower at 
this time, but I think in terms of experience probably we have more 
experience with respect to American-owned property abroad than 
we would have in terms of trving to estimate whet mig) t hapven in 
terms of the new kinds of attack that might visit our country in a 
future war. 

Senator ScHOEPPEL. We do have international agreements among 
nations—we are becoming members of pacts now, that seems to be 
the popular idea today, some of them can be scrapped overnight with 
astroke ofapen. I still feel we had better look at this thing from the 
standpoint of setting up a separate division to consider it because it 
is so complicated in relation to what we have to deal with here in our 
own country. 

The element of risk and the element of participation in meeting 
the load would be so different. If we move out into this point } 
program and go all over the world, a tinder box at the present time 
and no one can tell how long it is going to continue—it seems to me 
presents a problem. Iam a little dubious of how far we can go on this 
type of legislation covering that. 

Mr. Wiener. It seems to me the general problem is so urgent that 
| certainly would not advocate holding up legislation to consider these 
other subsidiary problems. They can take their turn if a further 
study is necessary, as it is very obvious that it is. The general 
problem itself is so urgent, it seems to me, that 1 would not suggest 
for a moment to hold up legislation which is ready to include these 
other aspects about which we are now talking. 

Senator Frear. I might call attention to the fact that Congressman 
Wole tt in his bill presented to the House does have that langu: re in it. 

Mr. Wiener. Congress, I understand, has recently appropriated 
funds for certain persons in Korea. That comes out of the ceneral 
taxpaver’s pocket. If they had insured themselves'in advance at 
least they would have contributed something toward the bill 
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Senator Frear. Mr. Stetler, in the report of the War Claims 
Commission, House Document 580, I think you do classify these 
claims, but as far as I can understand there is no dollar value assessed 
to any of those. Do you expect to do that in your next report? 

Mr. Srerter. Actually, in compiling this information we did it 
through questionnaires and we had so little time, and since these 
people did not have claims which could be paid under existing law we 
did not feel we had any right to ask them to submit proof. We asked 
for their evaluation of their losses, and naturally when somebody is 
filling out a questionnaire there is quite a tendency to overevaluate, 
so we did not even include the figures. We do have those figures, 
but they were not included in the report since they were so misleading. 

Senator ScHorPPEL. | would like to ask vou: How many people do 
you employ in vour department? 

Mr. Sterter. At the present time I think we have 117. 

Senator ScHOEPPEL. What was it at its highest expanded peak 

Mr. Sterier. I believe that is the highest. 

Mr. Cieary. It ts the highest. 

Ssenatol SCHOEPPEL Did Vou have any branch offices or branch 


, 


departments in some of these other countries? 

Mr. CLEARY. We how have a branch ollice in Manila which has 
been In Operation since the Ist of November 1950 That is the only 
ollice outside ol Washineton 


Senator ScHOEPPEL. Does the Manila office handle the Korea: 
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certainly, if we make some provision for the coverage we are going 
to have to make some provision for the administration of it. 

Mr. Wiener. Our present jurisdiction extends only to World War 
It claims and we have not considered world war II] claims nor 
the insurance features. 

Senator Frear. I want to thank you all for appea: 
appreciate your test mony. 

Next is Mr. Samuel H. Sabin, 
Defense Administration. 


ie here and 


general counsel, Federal Civil 


STATEMENT OF SAMUEL H. SABIN, GENERAL COUNSEL, FEDERAL 
CIVIL DEFENSE ADMINISTRATION 


Mr. Sabin. | have here, Mr. Chairman, a letter from Mi 


Caldwell. 
the Administrator, as to the position ot our 


ageney iD connection 
with the insuring or compensating of civil defense workers, which is 

our primary interest on this subject. The letter is rather brief, if I 
may read it, sir. 
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pending before the committee do not appear to provide adequate coverage for civil 
defense workers. 

_ It is our view that the legislation should authorize financial contributions to the 
States on a matching basis for the purpose of providing compensation for personal 
injury or death suffered by any civil defense worker while engaged in the perform- 
ance of his duty. This would also include the training period of the civil defense 
worker. Under such a program each State could develop its own pattern of com- 
pensation or benefits for civil defense workers. No doubt, most States will pro- 
ceed through the utilization of workmen’s compensation funds. 

This Administration will be only too pleased to render such further assistance 
as you may require. The Bureau of the Budget advised that there is no objection 
to the submission of this statement 

Senator Frear. What is the status of the appropriation to carry out 
the Civil Defense Act of 1950? 

Mr. Sasin. There is a deficiency appropriation pending before the 
Senate Appropriations Committee. The House considered the ap- 
propriation about 2 weeks ago and it was rather drastically reduced, 
but it is now pending before ‘the Senate committee. 

Senator Frear. How much? 

Mr. Sanin. There was an original request for $405 million, which 
was reduced by the House to $186 million. 

Senator Frrear. In your statement on the training period of civil 
defense workers, have you heard the testimony of the insurance 
companies or the compensation companies, that they are willing to 
take that risk for the training period? 

Mr. Saprn. It is our understanding that a number of the States 
have attempted to work out insurance arrangements but have not 
been successful as to any method of financing initial policies for that 
purpose. I think New Jersey in particular has investigated the 
problem quite extensively. Some of the States, New York and 
Colorado specifically, have amended their workmen’s compensation 
acts to cover civil defense workers. 

Senator Frear. Any questions? 

Senator ScHoEPPEL. No questions. 

Senator Frear. In this appropriation you hope to get is that 
dependent upon matching with the States or is that an outright 
appropriation to the civil defense agency? 

Mr. Sapin. There are different provisions in the bill, Senator. 
Our act is based in part on the matching principle with the States 
for organizational equipment and for shelters. In that respect there 
is a meeting between the two operations. 

Senator Frear. What would happen if some States did and other 
States did not want to match? 

ee Sapin. The funds could be reallocated then to other States 

r other areas. 

Senator Frear. And the States who did not desire to match would 
lose out? 

Mr. Sapin. Yes, sir. If the committee looks favorably upon our 
recommendation, it may want to consider the following statutory 
language, presented merely as a guide: 

DRAFT OF A BILL To authorize the Federal Civil Defense Administration to make financial contribu- 
tions to States to provide compensation for injury to or death of persons serving in the United States 


Civil Defense Corps. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That title II of the Federal Civil Defense Act of 
1950 (64 Stat. 1245), is amended by inserting in section 201 thereof the following 
new subsection: 
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‘(k) make financial contributions to the States on such terms or conditions as 
the Administrator may prescribe for the purpose of providing compe sation for 
personal injury or death suffered by any person who is a member of or registered 
for membership in the United States Civil Defense Corps provided for in section 
401 (c) of this Act while engaged in the performance of his duty as such member 
or registrant for membership or while engaged in authorized training therefor: 
Provided, That the amounts authorized to be contributed by the Administrator 
to each State for such purpose shall be equally matched by such State from any 
source it determines is consistent with its laws.’’ ' 


Senator Frear. Thank you very much, Mr. Sabin. 

Mr. Frank Waring, former Chairman of the Philippine War Damage 
Commission. 

We are glad to have you, Mr. Waring, and you may proceed. 
Mr. Waring. Than you, Mr. Chairman. 





STATEMENT OF FRANK A. WARING, FORMER CHAIRMAN, 
PHILIPPINE WAR DAMAGE COMMISSION 


Mr. Waring. My name is Frank A. Waring. Until the United 
States Philippine War Damage Commission terminated its faire on 
March 31, 1951, I was its Chairman. At present I am serving on a 
temporary basis as consultant to the Secretary of the Interior. 

| have been asked to appear before this committee to discuss the 
operations of the Philippine War Damage Commission in order that 
its experience might be available to the committee in its deliberations. 
In that connection I have copies of the final report of the Commission 
which might be of some assistance to the committee. 

Senator Frear. Thank vou. I am sure they are interesting and 
will be as informative as well. 

Mr. Warine. The extent of war damage in the Philippines defies 
description. In addition to the loss of life and the injuries inflicted 
by the Japanese, it is conservative to say that one-third of the families 
of the Philippines suffered property losses. Much of the city of 
Manila was laid waste. General Eisenhower described it as the ‘‘worst 
damaged city in the world, with the possible exception of Warsaw.” 
Other cities from Davao and Zamboanga in the south to Baguio in the 
north were similarly devastated. After liberation the country emerged 
with homes, hospitals, schools, and public buildings wo i Its 
economy lay prostrate because of the destruction of public utilities, 
sugar mills, coconut oil mills, lumber mills, cordage factories, and 
other productive plants. Livestock had been stolen and the herds of 
carabao, the Philippine water buffalo and work animal, had been 
decimated. The fishing fleet had been sunk, together with interisland 
steamers; roads and bridges had been destroyed. Former facilities for 
transportation and communication were practically nonexistent. In 
this connection, | should like to call vour attention to the pictures 
appearing in the Commission's final report on pages 20 to 23 and 
32 to'35. 

It was against this background that the Congress passed the 
Philippine Rehabilitation Act which became law on April 30, 1946. 
This act, which provided for the establishment of the Philippine Wan 
Damage Commission consisting of three members, rire the 
appropriation of $400 million to compensate for dam to private 
property arising out of the war and of $120 million for damage to 
public property and services “as a gesture of good will to the Philippine 





WAR DAMAGE 





CORPORATION ACT OF 1951 

























































































































































































































194 WAR DAMAGE CORPORATION ACT OF 1951 


people. ” The Commission was charged with administering the act claims 
as it related to private property and with the restoration of public amount 
buildings, for which purpose it was allocated $57 million of the $120 sums, 1 
million authorized. Of the remainder, $40 million was used to restore mining 
roads and bridges, $18 million for ports and harbors, and $5 million 1.100 b 
for public health. large al 
In adjudicating private property claims the law provided that Appr 
settlement should be made on the basis of reproduction costs or cash article » 
value at the time of loss, whichever was lower. Because of high modern 
reproduction costs, settlements were invariably made on the basis equipm 
of prewar costs of production less depreciation for the age of the asset destrov 
under claim. The act also provided that all claims approved for $500 the acc 

or less should be paid in full and payments on larger claims should be hemp 
$500 plus a pro rata payment on the approved remainder, based on Standi 

the adequacy of funds. The Commission was able to pay all small kinds 
ee <d claims in full and on larger approved claims pay $500 plus nipa le 
5 percent of the remainder. A further proviso required the invest- concret 
me rent of the payments made in rehabilitating the P hilippine economy. legion | 
The act also stipulated that the findings of the Commission were not earthen 
reviewable by any court of law. This last provision operated appreci- from lit 
ably to expedite the work of the Commission through avoidance of Commi 
delav incident to litigation. Because of the power thus conferred, values, 
however, the Commission felt obligated to exercise extreme care in the commo 
settlement of claims, even though claimants had the statutory right for bull 
to appeal for reconsideration. types ¢ 
After arranging for office and living accommodations in the Philip- buildin; 
pines, the Commission, which was organized in June 1946, recruited The 
its American staff, adopted appropriate rules and regulations, drafted It was 
its claim forms, and transported its personnel to Manila. There it examin 
recruited its Philippine staff, perfected its organization, distributed division 
5 million claim forms and opened its doors for the receipt of claims locatior 
on Mareh 1, 1947. For 12 months, in accordance with the law, “bottle 
claims were received; hence it was not until February 29, 1948, that of Inte 
the Commission knew the size of the task with which it was faced. reducin 
That task was a much larger one than had been estimated, and vet floor sp 
the Commission finished ahead of schedule. The act provided that jackets 
the work of the Commission must be concluded on April 30, 1951, Was em 
5 years after enactment. Actually, the Commission closed its doors file the 
in Manila on December 31, 1950. Thereafter, its affairs were con- mainta 
cluded here in Washington and the Commissioners handed their eflicien 
resignations to the President effective Mareh 31, 1951. The 
The Commission received 1,249,901 private property claims valued lifetime 
by the claimants at $1,225,000,000. To meet these claims $400 $400 m 
million was authorized. In accordance with Commission standards cent al 
and regulations, each of these claims had to be examined, investigated, $2. 500. 
appraised, and settled for payment or disallowance. The average econom 
rate of disallowance was 55.66 percent of the amount claimed. Some of this 
91,000 claims, valued by claimants at $120 million, were disallowed States | 
in their entirety. The principal causes of total disallowance were than tv 
ineligibility because of nationality, or nature of the assets under claim. In th 
Depreciation was the chief reason for partial disallowances. the Ph 
The task of adjudicating nearly 1,250,000 claims was both enormous the Col 
and complex. ' the peak of its activities, the Commission employe a therefo 
1,100 persons, 125 Americans and 975 Filipinos, and settled 3,000 quently 
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claims each working day. These claims varied from very small 
amounts, such as $25 for modest household eflects, to very large 
sums, ranging as high as $8,500,000, for major seals lic-utility and 
mining companies. In the claim of one such company there were 
1,100 buildings, each of which had to be appraised, in addition to 
large amounts of machinery and equipment. 

Appraisals were required on almost every type of commodity and 
article in the Philippine economy, ranging from a wooden plow to a 
modern radio station and including all kinds of industrial and electrical 
equipment. Sugar, mining, and lumber companies had their railways 
destroved. Maines suffered damage to underground workings affecting 
the accessibility to ore deposits. Sugar, copra, and abac&i—manila 
hemp—were bombed while stored in warehouses ready for shipment. 
Standing crops were burned and pene the subject of claim. All 
kinds of buildings were destroyed or damaged; these ranged from 
nipa houses built of bamboo with a palm-leaf roof to reinforced- 
concrete buildings. The types and varieties of household effects were 
legion and ran the gamut from grass mats to oriental rugs, from 
earthen jars to crystal goblets, from tin plate to sterling silver, and 
from lithograph pictures to oil paintings. To meet this situation the 
Commission developed an Appraisers’ Handbook which grave standard 
values, life e xpectancy, and rates of depreciation for 14,000 items most 
common in Philippine economic life. It also developed a handbook 
for buil linge covering costs and rates of depreciation for the different 
types of structures, taking into consideration the various Ly pes of 
building materials emploved. 

The sheer mechanics of organization presented a severe problem. 
lt Was essential LO establish 2 smooth flow of claims from thre liles to 
examiners, appraisers, settlement analysts, and, finally, the 
division for paviment. li was necessary to keep a record 
location of each claim at all times and to prevent the appearan 

“bottlenecks” which would obstruct rk progre lKextens 

' International Business Machines facil 
educing costs and manpower requirements; 12 UU00 


j 


floor space were required merely to house the files for 1.250.000 claim 


jackets with their essential documentation, and a substantial cre 
was emploved to withdraw daily 3,000 claims for exan 


file the 3,000 claims paid the dav before. | 


maintain a close check on the inventory of claims in process to promote 
efficiency and prevent the loss of claims or work stoppag 

The Congress authorized the Commission to expend during its 
lifetime on administrative expense no more than 3 percent of the 
$400 million authorized. It actually operated on a ratio of 2.5 per- 
cent and has returned to the Treasury of the United States nearly 
$2,500,000 including $1 million in exchange profit which, through 
economy in operations, it did not require. The Commission is proud 
of this record, especially since insurance companies in the United 
States have a ratio of arg eagremey expense to claims paid of more 
than twice that established by the Commission. 

In the field of public property the ¢ eee received claims from 
the Philip ypine Government v: alued $190 million To meet these, 
the Commission was allocated $57 million, [It early became evident, 
therefore, that a system of priorities would be essential. Conse- 
quently, in full agreement with the Philippine Government, it was 
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decided that health should come first. As a result, hospitals and 
waterworks were given first priority. Schools were accorded second 
place because of the importance of education to democratic self- 
government, and public buildings—national, provincial, and muni- 
cipal—were placed third. 

In this phase of the Commission’s work, 1,876 individual projects 
were undertaken ranging from one-room country schools, each costing 
$2.500, to a $6 million building program for the state-owned Univer- 
sity of the Philippines. When completed, the Commission’s program 
provided hospitals for 3,200 bed patients, schools for 3,200,000 
students, and waterworks for 6,700,000 persons. Restored buildings 
furnished comfortable accommodations for the Philippine Congress, 
the Supreme Court, certain executive departments of the National 
Government, the provincial Governments, and certain municipal 
Governments. In addition, the program restored facilities at quaran- 
tine stations to prevent the import of disease, aided in the rebuilding 
of essential accommodations at the Culion Leper Colony and the 
Quezon Institute for tuberculous patients, and provided seven iron 
lungs to assist in the fight against polio. The Philippine National 
Red Cross and its much needed blood bank program were also sub- 
stantial beneficiaries. Each of the restored buildings bears the legend 
in bronze: “Rebuilt with the aid of the people of the United States of 
America under the Philippine Rehabilitation Act of 1946.” 

These brief comments can give but a faint concept of the magnitude 
of the work of the Commission, now happily concluded. The course 
was uncharted; there were no precedents. Daily it was necessary 
to make decisions on questions of policy and procedure. In addition 
to its own research and investigation, the Commission had frequent 
recourse to hearings to permit those interested to set forth the special 
problems of specific industries. At all times the Commission sought 
to act as an emissary of good will from the people of the United States 
to the people of the Philippines who fought so valiantly by our side 
in the last war. Although the funds authorized were not sufficient 
for full rehabilitation and much reconstruction still remains to be 
done, I am happy to report that the task assigned to the Commission 
has been concluded successfully. 

Senator Frear. Mr. Waring, first, I want to congratulate you and 
the other members of your Commission for successfully completing 
your project, and also operating on the 2\4-percent budget and still 
returning some money to the Treasury. That is almost unparalleled. 

Mr. Warina. We are very proud of that record, Senator. 

Senator FREAR. You have every right to be, sir. 

Senator Schoeppel? 

Senator SCHOEPPEL. Mr. Waring, you received a very fine type of 
cooperation over there from the people, as represented by their con- 
stituted government, did you not? 

Mr. Warina. We did, indeed. 

Senator ScHOEPPEL. That situation, in your judgment, has left the 
Philippine people with a pretty fine fecling toward this country. 
Would you say that? 

Mr. Warina. I do say so. I think the Philippine people have long 
felt very cordially disposed toward the United States. As a result of 
this very generous gesture on the part of the Congress and the people 
of the United States toward the Philippines in their time of need, 
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there is an even deeper appreciation of what we have attempted to do 
in the past and currently. 

The Commission has had innumerable letters entirely unsolicited 
from small, humble claimants who wrote to express their thanks and 
their appreciation for the assistance given them. 

Senator ScHoEerPPE.L. | note, of course, that the funds allocated 
could not rehabilitate them in full, of course. 

Mr. Warina. No. 

Senator ScHorePPEL. Do you have a feeling that something re- 
mains yet to be done in some practical way that has not been fully 
accomplished? 

Mr. Warina. Well, Senator 

Senator ScHoEPPEL. Or does this generally cover what you con- 
sider to have been a pretty practical approach in meeting the rehabili- 
tation problem there? 

Mr. Wartna. I feel the Philippine Rehabilitation Act was a pe 
cal approach and it did help very greatly in the rehabilitation of the 
Philippine economy. I have felt that there might have been appropri- 
‘ ated an additional sum in order that the larger claims on which, as I 
have said, we paid only 52! percent, might receive the maximum set 
forth in the law of 75 percent. 

Inasmuch as that figure was mentioned in the law there was perhaps 
on our part an implied commitment that we would go that far in 
assisting them in their rehabilitation. This would have cost. approxi- 
mately $75 million more, and it would have enabled us to say that we 
have done fully what we agreed to do in passing the Philippine Re- 
habilitation Act. That I should like to have seen done. It has not 
been done, and the Commission has discharged the responsibilities 
under the Philippine Rehabilitation Act as passed. 

Senator ScHoEPPEL. And the rehabilitation that has been effected 
there has put them in a position to go ahead with their internal econo- 
my to the extent that they can do probably consider: : a of this them- 
selves now by reason of getting the country back in fairly good business 
operational form. 

Mr. Warina. It has helped very greatly, but to be quite specific, 
Senator, as I said in my statement, we adjudicated these claims on the 
basis of prewar values less depreciation for the age of the asset in- 
volved. Since reproduction costs today in the ae are fully 

» times prewar costs, the actu: al payment of 52! percent made to 
= se individuals and firms in the Philippines provide <d no more than 
20 percent of the cost of getting bac k into operation on the basis of 
their prewar volume. 

I am not minimizing the 20 percent in any way. It was a great 
help, and it did assist many of the firms to raise new capital or borrow 
capital to restore their assets. It gave them a credit margin that was 
quite essential. 

Senator Frear. It was a good down payment. 

Mr. Warina. Yes, a good down payment, but it was not much more 
than that. 

Senator Frear. Did you have any physical property inventory 
when you went to work in the Philippines, an inventory of the property 
previous to the war? 

Mr. Wartna. Only in the most general terms. We did have the 
assessed value of the property by provinces which was a helpful guide 
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and there were also studies which have been made regarding the value 
of investments of Americans in the Philippines in different types of 
industries which were helpful to us. 

Senator Frear. If you had had a complete physical property in- 
ventory would it have greatly assisted you? 

Mr. WarinG. Yes; it would have assisted us materially. Actually, 
on the basis of estimates made of the damage by competent engineers, 
both Filipinos and Americans, I think it is fair to estimate that the 
amount of physical damage in the Philippines amounted to approxi- 
mately $1,250,000,000. 

Senator Frear. Any further questions? 

Senator ScHorpreL. No further questions. 

Senetor Frear. We certainly thank you very much, Mr. Waring, 
for this fine presentation you have made. 

Mr. Warina. It is a pleasure to be here, Mr. Chairman. 

Senator Frear. Thank you. 

The committee will recess to the further call of the Chair. 

(Whereupon, at 12:05 p. m., the committee recessed, subject to 
‘all of the Chair.) 

(The following were received for insertion in the record: ) 

UnivTep STATES SENATE, 
January 10, 1951. 
Hon. B. R. Mayrank, 
Chairman, Senate Banking and Currency Committee, 
Senate O flice Building, Washington, rx 

My Dear CuarrMan: I have received a suggestion from the head of the Iowa 
Manufacturers Association that in preparing a war damage insurance bill that 
thought be given to including a provision for workmen’s compensation fund under 
the war-damage syste. 


Mv constituent points out that a few bombs on our factories could financially 


| 
ompanies insuring these funds 








ML. Guiul 


NITED rATES SENA 


Varch 18, 19451. 


Hon. Burner R LAYRAN} 
(cha man. Senate Committee on Ban ng a? l ¢ 
Senate Office Building Wash ngtor i. 


Dear SENATOR MAyYRANK: One of the prominent members of the California 
bar, John B. Lonergan of San Bernardino, Calif., has written me concerning 
S. 114, proposed legislation for underwriting war-damage insurance. In his letter 
to me he proposes certain supplements to 8. 114 which I feel should have the 


benefit of vour committee’s consideration. They are: 

1. Lines 13, 14, 16, and 21, on page 2 of S. 114: The word ‘‘reasonable”’ should 
be defined to mean ‘ adeqt ate’’ or ‘“‘full,”’ so that there will be no misunderstanding 
or claim of uncertainty. 


2. Lines 19 to 25, page 2, S. 114: These lines limit the causes of the damage 


which is protected against, but they are too restrictive. He suggests that they 
be changed to read as follows: “‘which may result from hostile or other warlike 
acts or action, including, but without limiting the intent to, acts or action in 
hindering, combatting, defending, or training, or preparing to hinder, combat or 
defend against an actual, impending or expected attack, (1) by any, ete.”’ 

The attorney suggests that as presently worded, S. 114 would not permit the 
War Damage Corporation, for instance, to protect against damage by our own Air 
Force, such as might result from aircraft collisions or inadvertent bomb releases 
where the wreckage or bombs might fall on private property, laborers at work in 
factories, or civil defense workers, under such circumstances that it could only 
be shown that the aircraft was maneuvering or training. 

Sincerely, 


RICHARD NIXON. 
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UNITED STATES SENATI 
February 15, 1951, 
Hon. Burner R. MayBAnk, 
l nited State s Ne nate Washingtor D. ie. 

DEAR SENATOR MayRBank: In connection with various legislation to come before 
the Senate Banking and Currency Committee regarding reactivation of the War 
Damage Corporation, suggestion has been made by the chairman of the Maryland 
State Accident Fund that there be included in tl} e bill as reported, a provislol 
to provide for workmen’s compensation coverage for injuries stained 
of enemy action. 

It would seem, from a quick perusal of S. 114, that this provision is included 





n that measure. However, on behalf of the Casualty Committee representing 
the casualty companies, the State funds as well as the self-insurers, r¢ est is 





made that hearings be held at which time the vie 
could be presented to your committee 
Thanking vou for your courtesy and with kindest regards. I a 


sincerely vours 





Hon BurRNET R. MAyYBAN 
( ha man, Senate Banking and ¢ rere 
303 Senate Office Building. Wash ngtor D. ¢ 


My Dear Mr. CuatrmMan: The below-quoted letter \ 
John P. Olds, Jr., Sault Insurance Co., Sault S Marie, Micl 
‘In Sault Ste. Marie people are really 


getting worried about war damage and 
want us agents to take care of them N 


aturally, we eannot if Congress does 


not set up the War Damave Corporation agair Senate bill S. 114 is a od bill 
for property insurance, but should be extended to provide a market for reinsurance 
Oh Workiben s Compensation Carriers 

‘You know, the workmen’s compensation policy in force all over the eountry 
does not exclude liability on actual war. If we had a serious bor attacl 
could seriously affect every compensation Carrier Of the United States | 
reason, it is necessary to provide a reinsurance market for this typ rance 

The bill also should provide insurance for merchants’ acco receivables 
This is not important to evervone, but it would be extremely ort 


small-business man In other words, the coverage should | seam 

insure almost anvthing that the general public should want 

I know you wi 
Very sincerely vours, 


Hon. Burnet R. MaysBan 
Chairman, Senate Banking and Currency Committe 
l’nited States Senate. Wash ngton, D.C 
My Dear Senator: We are very much interested in 8S. 114 which we under- 
stand has been referred to your committee 
This is the War Damage Corporation bill With respect to insurance against 








property damage, it is our understanding that the War Dam: oratio 
authorized by the enactment of this bill, would operate much as it did during 
World War II War damage to property is generally not covered by insu c 
company policies and we believe sueh coverage should be provided | the War 
Damage Corporatio: 

Che principal purpose of this letter, however, is to urge that vour committe 
vive consideration to the provisions in the bill which w { ma ssible rei 
surance of workmen’s compensation insurers for losses due to hazards of war 
here is some uncertainty as to the extent to which suel OSS ild be com 
pensable under the various state compensation acts but we fee that insurers 
must consider their risks on the assumption that ich losses are likely to be 
held compensable, especially as to workers employed in defense fustry The 
concentration Of risk in a defense plant is su¢ hat a bon y might be 





disastrous to the insurance company or fund providing mpensation benefits. 
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This has a very direct relationship to the national defense effort and is a war 
risk which should be assumed by the Nation as a whole. 
We hope that your committee will schedule prompt hearings on this bill. 
Sincerely yours, 
BERKELEY Cox, Counsel. 


STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


In the interest of property owners generally, including banks, the American 
Bankers Association urges the enactment of legislation to grant succession to the 
War Damage Corporation which was organized in 1942 to protect property 
owners against damage or destruction resulting from hostilities in World War II, 
since insurance against such risks is not now available from any other source. 
American shipping interests are protected against war risks by Public Law 763 
which was passed by the Eighty-first Congress. Similar protection should be 
made available by the government to owners of real and personal property on 
American soil. Prompt enactment of suitable legislation to reactivate War 
Damage Corporation is essential, at least on a ‘‘stand-by”’ basis, to explore and 
settle before the beginning of hostilities the innumerable details of operation. 

War Damage Corporation insurance should be sold for a reasonable premium 
consideration to owners of property, real and personal, on a voluntary basis at 
their option and without encroaching upon other coverages now afforded by 
private insurance carriers. 

Apart from the public interest in legislation necessary to provide war damage 
insurance where none exists today, the commercial and mutual savings banks of 
this country hold more than $20.3 billion out of a total of approximately $60 
billion in mortgages outstanding on real property. Of the remaining $40 billion 
outstanding, $14.5 billion in mortgages are held by savings and loan associations, 
$15 billion by life insurance companies, and about $10.5 billion are held by 
individuals and others. These estimates relate only to outstanding mortgages 
and do not include the enormous values in improved properties owned by the 
four groups mentioned. 


Tue INDUSTRIAL COMMISSION OF ARIZONA, 
Phoeniz, Ariz., February 9, 1951. 
Hon. Burnet R. MAyBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR BurRNET: The Industrial Commission of Arizona, administra- 
tors of the Arizona State compensation funds have voted to endorse H. R. 1031, and 
Senate bill S. 114, relating to proposed amendments to the reactivated War 
Damage Corporation in order to afford opportunity to reinsure workmen’s com- 
pensation losses occasioned by war hazards. 

The Industrial Commission of Arizona fully endorses and supports the state- 
ment filed under date of January 31, 1951, on behalf of the American Association 
of State Workmen’s Compensation Insurance Funds, American Mutual Alliance, 
American Reciprocal Association, Association of Casualty and Surety Companies, 
National Association of Insuranee Agents and National Council of State Self- 
Insurers’ Associations in this respect. 

We urge the early adoption of this legislation. 

The Industrial Commission of Arizona has jurisdiction to purchase such 
reinsurance under the provisions of section 56-921, Arizona Code Annotated, 1939. 

Respectfully, 
Tue INDUSTRIAL COMMISSION OF ARIZONA, 
By J. J. O’Netui, Chairman. 


ASSOCIATED GENERAL ConTRACTORS OF AMERICA, INC. 
April 24, 1951. 
Subject: Legislation to grant succession to the War Damage Corporation. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Special Subcommittee, 
Senate Banking and Currency Committee, Senate Office Ruilding, 
Washington, D. C. 
Dear SENATOR FrREAR: This statement is submitted for inclusion in the 
record of hearings on the above-named legislation, in behalf of the more than 
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5,800 members of the Associated General Contractors of America, Inc. These 
are the leading general contractors from all parts of the country, who perform 
the very great majority of the Nation’s construction. , 

We desire to recommend the early passage of a measure to restore war-damage 
insurance, such as was available during World War II. 

It is very evident that the general contractors have a substantial investment 
in the projects they may have under construction, before completion, and before 
being accepted and paid for in full by the owners. A contractor without the 
protection afforded by war-damage insurance might be subjected to very heavy 
losses, even to the extent of bankruptcy, in the event of disastrous bombing or 
sabotage. At present no insurance of this type is available 

Near the close of the last session of the Eighty-first Congress, legislation was 
introduced in the House and passed, which would have provided this type of 
insurance, which we believe is so essential to the security of the construction 
industry. We believe that any law passed to provide this protection should be 
clearly written to include indemnity from damage caused by sabotage, as well 
as by direct enemy attack. 

It is the considered opinion of this association that reinsurance of workmen’s 
accident compensation insurance by the War Damage Corporation should also 
be provided in this legislation. Serious injury and loss of life on a very large 
scale might result from a major bombing attack, and without the protection of 
Government reinsurance the companies carrying workmen’s compensation insur- 
ance might be rendered bankrupt. In many, perhaps most cases, the resources 
of these companies would be insufficient to save them from complete insolvency. 

In December 1950 our association presented to the Federal Civil Defense 
Administration a report on the Organization of the Construction Industry for 
Demolition and Clearance Service. In that report attention was directed to 
the need for adequate compensation to protect workers on civil defense projects 


and to indemnify contractors against damage to or destruction of equipment 
used on such projects. 

We have no information to offer as to premiums to be charged for war damage 
insurance. We feel, however, that they should be consistent with sound business 
practice. 

The desired insurance should be made available at the earliest possible date, 


and should be available in all United States possessions as well as within con- 
tinental United States. The protection afforded by any one of the three bills 
introduced appears to be adequate, and prompt passage is urgently recommended. 
Very sincerely, 
H. E. Foreman, Managing Director. 


Biue Lake Packers, INC., 
Salem, Oreg., January 17, 1951. 
Hon. Guy Corpon, 
United States Senator, United Slates Congress, 
Washington, D. C. 


DEAR SENATOR CorvdON: We want to thank vou for sending us copies of 5. 114 
and H. R. 1031, which would grant succession to the War Damage Corporation. 

It is observed in lines 23, 24, 25, of page 3, and lines 1, 2, 3, 4, of page 4, of 8. 
114, that ‘The Corporation, with the approval of the President, may suspend, 
restrict, or otherwise limit such protection in any area to the extent that it may 
determine to be necessary or advisable in consideration of the loss of control of 
such area by the United States making it impossible or impracticable to provide 
such protection in such area.” 

Would this be interpreted to mean that, should the city of Salem be abandoned 
to an enemy, and our properties be destroyed or damaged during enemy occupa- 
tion, that the war-risk insurance would not be applicable? 

It would seem to us, as laymen, that the coverage should not be suspended or 
withdrawn in such an instance, and we wish to express our opinion that the law, 
as presently written, might furnish protection in case of damage due to bombings, 
ete., which might not be as extensive as damage or destruction caused by occupa- 
tion by an enemy, and where the United States might have considered “‘it impossi- 
ble or impracticable to provide such protection in such area.” 

We will appreciate it very much if you and our other congressional representa- 
tives will study this portion of the bill and act to clarify the extent of protection. 

Yours sincerely, 
Juntor EcK Ley, Secretary. 
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Unirep Civic ASSOCIATION OF THE BRONX, 
New York, N. Y., January 1, 1951. 
Hon. Herspert H. LEHMAN, 
United States Senate, Washington, Bot 


Dear Mr. SENATOR: Supplementing our letter to vou of December 14, 1950, 
in reference to war damage insurance, we respectfully petition you to consider the 
advisability of broadening the protection as covered in the present congressional 
bill 

The bill which Congress passed insures against damage to property incurred in 
a “concentrated catastrophic bombing.’’ But such a bombing might wipe out 
the assets of the self-insured employers, State insurance funds, and insurance com 
ies, and this would leave the orphans and widows and bomb victims with 
lueless compensation awards while the property owners would receive full pay 


pa 
va 


ment for their losses. 

Furthermore, there is nothing in the Congress bill to compensate civil defense 
volunteers, air-raid wardens, auxiliary firemen and police and messengers in th 
event they were maimed while in the service. 

We therefore urge vou that the Senate shall broaden the bill to give au 
to the War Damage Corporation to reinsure the protection now afforded t 
it an by private employers who carry accident and casualty insura 

te workman’s compensation funds with the extra protection for civilian d 

teers. Incidentally, the assurance of protection for | 
‘ss, and life due to enemy attack or service ac 
listments in the civilhan-defense corps 


sicere 


te S. 114 and S. 439 


( HAIRMAN, 
mittee on Banking and Currency, 
United States Senate, Washington, D. ¢ 
AR Sir: We in San Francisco are being seriously informed by Government 
tatives that * must immediately make active preparations for the 
of affairs in the event of atomie or other attack We are verv much 
ned that Government has not vet provided for war damage insurance 

| have made extensive inquiry and have now been informed that a bill is pending 

before your committee, and that a similar bill is also pending in the Banking and 
Currency Committee of the House. However, to my surprise my informant 
advises me that the Banking and Curreney Committec have not had the op 
portunity to schedule hearings or to act on t’ in this new sessi 
Congress.” 

I can conceive of very few measures that are as important to the welfare of the 
people as those providing for war damage insurance. Believing that I represent 
the views of thousands of our citizens, may I respectfully urge ths his matter 
be given immediate consideration. 

I would also recommend that your committee consider the amount of capital 
ided in the bill, and I raise the question as to whether it world be adequate 
-event of a major city such as New York or San Francisco being subjected 

an atomic attack. 

1 would appreciate having your views on the subject, and particularly a state 

ment as to when hearings and action may be scheduled 
Respectfully Vours 


Epwin S. Newman, Vice President 


ALIFORNTA, 
DePARTMEN’ DUSTRIAL RELATIONS, 
} F oO, February y. 


enemy action on solveneyv of rkmen’s compensation 


Hon. FRAN R \VENNER, 
Hlo ise of Rep esentatives, Washington, D ( 
Dear Mr. Havenner: The present international crisis creates a situati 
special peril for workmen’s compensation insurers, self-insurers, workmen 
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dependents of killed workmen. I refer to the enormous 


suddenly can be thrust upon insurers and self-insurers by 


old-style saturation bombing, and particularly if atom bo 
one or more of California’s cities, the resulting injuries to a 
are certain to be held compensable under the California wo 
laws. The huge liability created could be expected to « 
men’s compensation insurers and of self-insurers 

It is estimated that as of December 1950 there 


in California Substantially all of these wor 


KCC 


were 4,420,000 e1 


thes Kers are ected 


compel! sation either bv ins Irance 
governmental liability 

As vou know, certain citi 
fornia, are especially subject 
it had the effect of ret ring 
insolvent 

We of the California State 

| ; 


singularly and essentially a Federal problet 
establish a program which will acknowled a 
suffered by workers in the course of and incident 
from atomic projects, missiles, or lemy actior 
support for the necessary legislat 

One of the appropriate means by 
complished would be throuch the ens n I 
to vrant succession to the War Damage ( orporatio! 
provision for reinsurance against the liability impo 
pensation act; such reinsurance to be based upon 
asking for any gratuitous assur 

Stock insurers, mutual insurers, self 
funds are a unit in believing that le 
scribed is absolutely necessary to prevent it 
in event of widespread accidents and deati 
defense or from enemy actior 


Your attention has already been call 
adopted bv the Seventeenth Na 
| 


hhonal 

Washincton or November 29 lecem bet 

Whereas it is cenerally recoenized that 
action avainst the United States of Ame 
bombing and sabotace; and 

Whereas atomic attack 
successful, would result in 
extensive property damage 

Whereas, under the workmen's compensatior 
States, injury and death to workers under 
worker or his dependents to wort! 

Whereas an cffective atomic 
single large industrial plant, could result in so many 


he resources and ability of a sel in I 
compensation insurance furni ‘compensation benefit 
even the powers of an entire State to provide benefits 
Reso'ved, That the immediate urgency of 
of the workmen of this country be called to the att 
Coneress of the United States to the end that appropria 
scale may be prepared and adopted without 
may be made for protection, medical care 
country and their dependents 
May I ask vour valued assistance to protect 
dependents for whom the benefi of work 
enacted? 
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CoLumBiA CasuALty Co., 
New York, N. Y., February 8, 1951. 
Hon. BurNetr R. MAyYBANK, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 

DAR SENATOR MAyBANF: In the event of enemy attack on the United States, 
employees at work would be injured or killed. If the courts should hold em- 
ployers liable for workmen’s compensation payments under the compensation 
laws which are in effect in each State, it is possible that insured employers and 
their insurance companies, workmen’s compensation insurance funds established 
in several States and self-insured employers could be faced with catastrophic 
potential liability sufficient to make insurers insolvent and employers bankrupt 

The complete and ultimate solution of the problem of war injuries to civilians 
will require thorough study and consideration, with consequent considerable 
delay in enactment of legislation. In the meantime, it is my firm belief that 
immediate relief for employees, employers and insurers should be provided by 
reactivation of the War Damage Corporatiou with authority to reinsure work- 
men’s compensation insurance companies and State funds and self-insurers for 
losses due to war hazards. Such immediate relief is essential for the protection 
of employees, employers, insurance companies and State workmen’s compensa- 
tion insurance funds, would support the defense effort, and help stabilize the 
national economy. 

For these reasons I respectfully urge you as chairman of the Senate Banking 
and Currency Committee to hold hearings before your committee on S. 114 
regarding this matter at the earliest possible date. Your consideration of this 
request will be greatly appreciated. 

Yours very truly, 
LAURENCE 8. Jones, President. 


[Telegram] 


Mempuis, TENN., December 29, 1950. 
Senator BuRNET R. MayYRBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Senate Office Building, Washington, D. C. 

As commercial insurers of cotton who are unable write war damage insurance 
on land we appeal for your favorable consideration of H. R. 9802, a bill to reacti- 
vate the War Damage Corporation. 

G. B. Woo.Ley, 
Manager, Cotton Fire and Marine Underwriters. 


(Telegram[ 
ATLANTA, Ga., January 2, 1951. 
BuRNET R. MAYBANK, 
Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Cotton shippers are vitally interested in the passage of H. R. 9208 reactivating 
the War Damage Corporation. I urge your support this bill as passed by the 
House when it comes before the Senate January 3. 

P. M. HARRISON, 
The Cotton Insurance Association. 


FRANK CrystTaL & Co., INC., 
New York, N. Y., December 19, 1950. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C. 

GENTLEMEN: I am deeply concerned about the intent of Congress to reactivate 
the War Damage Corporation which would be authorized to insure property, 
both real and personal, from damage arising from ‘“‘hostile or warlike action in 
time of peace or war.” 

It is my understanding that this would include damage resulting from any 
weapon of war including “‘atomic fission or radioactive force.” 
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My belief, developed through many years of experience in the insurance indus- 
trv, is that the method of handling the war damage insurance effective in World 
War II caused a great deal of excessive expense, waste, and irregularity in insurance 
practices. 

May I therefore take the liberty of suggesting to the committee that, ji 
study of the bill, H. R. 9820, a plan be made for insuring property by having the 
War Damage Corporation authorize legal insuring agencies as fiduciaries to attack 
war damage insurance by endorsement to existing insurance already in force to 
protect such property from other named perils. In this way such endorsements 
can be added at a nominal cost and enable the reserve fund to be buil 
more rapid rate. 

Property owners would not then be able to take advantage of the low rates 
offered by the Government to insure in excess of the real value of their property 
especially should there by a loss as the result of enemy action, since it would be 
impossible to prove the value of the property of any individual purchaser of war 
damage insurance. 

This procedure would save an immense number of man-hours for the insurance 
companies acting as fiduciaries and for purchasers of insurance. The checking, 
rechecking, issuance, and reissuance and general duplication of energy expended 
would not be necessary. This procedure would allow private stock or mutual 
insurance companies to act as the direct issuing agency of the War Damage 
Corporation and to issue coverage on their own policies, on behalf of the War 
Damage Corporation, rather than on policies bearing the name of the War Damage 
Corporation. This action in itself would warrant the most complete cooperation 
of the entire insurance industry, which would then know that it was working on 
the war effort with the Government 
possible competitor. 

Should the committee desire any information or discussion. on this subject, I 
would make myself available at your command. I trust that the i 
acknowledge receipt of this communication. 

Very truly yours, 


n its 


ult up at a 


rather than on an insurance basis with a 


chairman will 


FRANK CRYSTAL. 


STATE OF DELAWARE, 
THe ApJuTANT GENERAL'S OFFICE, 
Wilmington, April 12, 1951. 
Hon. J. ALLEN FREAaR, Jr., 
Senate Office Building, Washington, D. C. 

My Dear SENATOR FREAR: | have just learned that the Senate Subcommittee 
on Securities, Insurance and Banking, of which you are a member, will hold 
hearings on April 17-18 on a number of bills having to do with the provisions of 
Federal insurance or reinsurance of personnel and property in the event of enemy 
attack on this country. 

The State directors of civil defense have been faced with the problem of recruit- 
ing thousands of volunteers to accomplish the mission assigned to them. It is a 
very difficult task to secure the number of people needed because so many ques- 
tions which they have are unanswerable. Some of the questions most frequently 
asked are, ‘‘What happens if I sustain injuries or death in the course of training 
or during actual operations? Why should I subject myself to additional hazards 
while others remain within the comforts of their homes?”’ 

When our citizens volunteer their services to civil defense they assume the 
responsibility of extensive training. They also are obligated to leave their 
community to assist a neighboring community and to cross State boundaries to 
render assistance to our neighboring States during periods of disaster. In per- 
forming these duties a service is being rendered to the United States and I feel 
that the Federal Government should assume the responsibility of insuring these 
civil defense workers against injuries or death. 

As director of civil defense for the State of Delaware, I urgently request that 
favorable consideration be given to legislation which will adequately insure the 
persons needed for our hazardous Civil Defense services. 

With kindest personal regards, I am 

Sincerely, 
D. Preston LEE, 
State Director of Civil Defense. 
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EMPLOYERS REINSURANCE CoRP., 
Kansas City, February 9, 1951. 
Hon. BurNET R. MAyYBANK, 
Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear Mr. CuarrMan: 8. 114 (Ferguson) would authorize the War Damage 
Corporation to provide through insurance or reinsurance protection against lia- 
bility imposed upon employers (usually regardless of fault) by workmen’s com- 
pensation, occupetional disease and employers’ liability laws for war injuries or 
diseases sustained by employees and arising out of or in the course of employment 

To the extent thet such injuries and diseases do or are held to arise out of or 
in the course of employment (and this is quite probable, especially as respects 
war plants) liability would be imposed by such Jaws notwithstanding the fact 
that they result from war. The laws make no exception for war injuries. 

In most States emploveis are required to insure liability under such laws or 
qualify with the proper public authority as a self-insurer. 

Workmen’s compensation and employers’ liability policies so required to b« 
carried do not and are not permitted by the States to exclude war injuries or 
diseases. 

The insurance companies writing such business and the self-insurers, in turn 
buy reinsurance to protect them against catastrophe losses 

The reinsuranee contracts do not now exclude losses from war injuries or 
diseases, but neither the Insurance nor the reinsurance premium charges do or 
could contemplate the war hazard. Premiums are based on experience and since 
up to now—we have fortunately experienced no workmen’s compensation and 
employers’ liability war losses in this country, the premium rates do not reflect 
the war hazard. Nor could they. No one ean estimate the number or severity 
or location of war injuries and diseases. No one can determine the vulnerability 
of one factory as compared with another. No appropriate premium charge could 
be made by cither the insurers or the reinsurers to cover this hazard. 

lilitary authorities concede that war losses in this country cannot be prevented. 

The assets and reserves set up out of premiums which did not and could not 
contemplate exposure to war losses would be quickly swallowed up. 

Collapse of the insuranee and reinsurance companies would leave without 
protection (both as respects war and nonwar injuries and discases) emplovees and 

heir dependents whom the laws were intended to protect and would preclude the 
insuranee and reinsurance companies from meeting their obligations under other 
forms of insurance necessary to the economic structure of the country. 

There is only one answer for this problem England found it during World 
War II. Congress must provide—through the War Damage Corporation or 
other machinery—for the absorption of these war losses in the workmen’s com 
pensation and employers’ liability field. 

I understand that the Ferguson bill (S. 114) which would further this result is 
pending in your committee but that hearings have not yet been held. 

On behalf of my company, the insurance industry, the emplovers of America, 
the employees and their dependents, and continuance of American economy and 
the defense effort, I urge you to make every effort to have this bill brought on for 
hearings before your committee at the earliest possible time. 

Respectfully vours, 
J. B. Rorerrson, 


Fort Howarp Paper Co., 
Green Bay, Wis., April 10, 1951. 
Hon. Burnet R. Mayspant 
Senate O flice Build nq, Washington 25. oe 


DEARSENATOR Mayrank: It is our understanding that earlier this vear Senator 
Ferguson, of Michigan, introduced bill 8.114 which would revive the War Damage 
Corporation substantially along the lines provided for in the last war. 

For a long period of time we have been endeavoring to secure adequate coverage 
against possible war damage through regular insurance channels but without 
success 

Under the circumstances, and in view of our geographical position and vul- 
nerability to a bombing attack, either in a declared or an undeclared war, we feel 
that prompt action should be taken so that property owners and industrial con- 
cerns, particularly, be afforded adequate coverage. As previously stated, we 
would prefer, of course, to handle the matter ourselves with private insurance 
companies if they would provide such coverage. We mention this merely so that 
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you will know that we do not look tothe Government to provide something that is 
already available from non-Government sources. 

It has been noted in reading bill S. 114 that the Reconstruction Finance Corpora- 
tion would supply the funds to the War Damage Corporation. We think that 
this is unfortunate and wish that the matter could be handled in scme other 
fashion, because it is our opinion that the Reconstruction Fin: 
has outlived its usefulness and the need it was created to satisfy 1 
Certainly any legitimate business can secure adequate financing 
financial channels. It is our opinion that RFC should be abolish 

Any effort on your part to provide adequate war damage insura 
sure, will be greatly appreciated 

Yours very truly, 


Crperation 


LEON H. RELDED 
V2 


HARDWARE Mr 


Stevens Point, Wis., Ma 
Hon. Burnet R. MAYRANK, 


Banking and Currency Committee, 
United States Senate O flice Building, Wasi ington, 


DEAR SENATOR: It is our understanding that S. 114 i 
It is our hope that you will see fit to set this bill for 
subject of coverage of property and individuals against loss 
from enemy attack is one which should not be put off o1 
trust that vou will do what you can to expedite action on tbdis bil 
Yours very truly, 


ry 


Joserpu B. Beacu, Se 


INTERNATIONAL ASSOCIATION OF 
INDUSTRIAL ACCIDENT BOARDS AND COMMIS 
Lansing, Micl 1) 
Senator Burnet R. MayBANk, 
Chairman, Senate Banking and ¢ 
U'niter State Senate oy rs} 


DrEAR SENATOR MAYBANK: I an 
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vides for the reactivation of the War Damage Corporat 
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workmen's compensation losses due to war hazards 


Corporation would in no manner delay or impair the cor 
war damage legislation that the Congress migt 
The early approval of 8S. 114 would definitely 
Very truly vours 
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There can be no doubt but what it was never contemplated, and it is unreason- 
able to expect, that insurance companies, State funds, or employers should be 
required to face the enormous potential lixbility for injuries or deaths caused by 
enemy attack. We would, therefore, urge an immediate attention to this matter 
which will lead to the reactivating and authorizing of the War Damage Corpora- 
tion to reinsure workmen’s compensation carriers against liability for losses due 
to hazards of war. 

Yours very truly, 
Jay W. Preston, 
Resident Manager. 


STATEMENT OF NATIONAL ASSOCIATION OF CASUALTY AND Surety AGENTs, 
E. W. Sawyer, COUNSEL AND ADMINISTRATIVE DIRECTOR 


To the Members of the Insurance Subcommittee of the Senate Committee on Banking 
and Currency: 


At a regional meeting held on March 31, 1951, at Houston, Tex., the National 
Association of Casualty and Surety Agents, an association of some 400 agency 
offices located in metropolitan centers throughout the country, took the following 
action with respect to the bills now pending in the Senate relating to the War 
Damage Corporation. 

“The officers and staff of the association shall communicate to the insurance 
subcommitee of the Senate Committee on Banking and Currency the views of 
our association as follows: 

‘1. This association favors the immediate reactivation of the War Damage 
Corporation. 

“2. This association asks that the War Damage Corporation be empowered 
to provide, through insurance, reinsurance, or otherwise, (a) reasonable protection 
against loss of or damage to property, real and personal, and (b) reasonable 
protection against liability imposed under any workmen’s compensation act, 
occupational disease act, or similar law, for injury or disease suffered by employees 
arising out of or in the course of employment. 

“3. The officers and staff of the association shall cooperate fully with the 
Government and with the War Damage Corporation in helping to work out the 
details of coverage, rates, and procedures.” 


NATIONAL ASSOCIATION OF INSURANCE AGENTS, 
New York, N. Y., February 19, 1951. 
The Honorable Burnet R. MAyYRANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. CHarrMAN: This letter is to respectfully urge vou to do all in your 
power to bring about a prompt hearing by your committee on the subject of the 
War Damage Corporation. 

It is the request of the 28,500 local property insurance agents from coast to 
coast, who make up the membership of this national association, that the Congress 
promptly reactivate the War Damage Corporation of World War II. The suc- 
cess of the Corporation in the past was due to the farsightedness of the Congress 
in making use of the facilities of the private insurance companies and the local 
insurance agents of this country in a time of emergency. 

Due primarily to tne danger of a catastrophic atomic bombing, it is of the utmost 
importance, we believe, that in order to ultimatelv protect the emplovers of labor 
and labor itself, the Congress should also provide facilities within the War Damage 
Corporation for the purchase of catastrophe remsurance for workmen’s compen- 
sation coverages. 

All of private industry, both insurance and otherwise, is unanimously behind 
the request for prompt action. It is our belief that prompt action by the Con 
gress on this comparativelv simple and noncontroversia! reactivation of the WDC 
with reinsurance provisions will prevent needless delay which could result from 
the introduction of numerous side issues. These side issues would, of course, 
necessitate extensive study by your committee and needless delay to the basic 
WDC reactivation. The favorable action on this problem by your committee 
in the EKighty-first Congress is remembered and appreciated. 

Sincerely yours, 
MeExvin J. MILuer, President. 
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NATIONAL ASSOCIATION OF Mutual Savinas BANKs, 
New York, N. Y., April 16, 1951. 
Re S. 114 and S. 439. : 
Hon. BurNetT R. MAyBaAnk, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

DEAR S1r: On behalf of the National Association of Mutual Savings Banks, | 
desire to commend the principle of S. 114 and S. 439, and to urge 
enactment of one or the other of these bills. 

The National Association of Mutual Savings Banks comprises 530 mutual 
savings banks throughout the United States. These banks are locate n 17 
States and have combined assets amounting to $22,531,.000.000 of whie 
000,000 are invested in mortgages on improved real estate throughout the country 
These asset# constitute for the most part the life savings of 19,469,000 depositors 
amounting to total deposits of $20,049,000,000. 

The trustees and officers of the banks have alwavs endeavored to protect the 


prompt 


i 


interests of their depositors by attempting to secure, so far as possible, insur- 
ance of property of which thev are mortgagees. Today we are faced with the 
possibility of sudden enemy attack on our major cities in which many of our mem- 
ber banks have large concentrations of the aforesaid mortgage investments. It 
is very possible that many of these mortgaged buildings could be destroyed as 
the result of one atomic bomb explosion. 

At present there is no insurance available to indemnify a property owner 
against loss resulting from atomic explosion, insurrection, or enemy action, with 
or without a declaration of war. Such coverage should be made available, and 
in default of private insurance, for which no actuarial information is available, 
it is our belief that the United Sttaes Government should spread the risk, as was 
done in the last war. However, since the insurance is in the nature of a stand-by 
measure, we should prefer to see the law provide that in the event that no claims 
for loss have been paid by the end of the first year of operation, all policies then 
in force shall be continued for the succeeding vear without additional premium 
charge. This would obviate the situation which arose during the last war, when 
premiums were collected despite the fact that no substantial losses were sustained. 

The urgency of the international situation is such that we cannot emphasize 
too greatly the need for prompt action. From December 6, 1941, to June 30 
1942, Congress provided interim coverage until such time as the War Damage 
Corporation was actually in operation. It is our recommendation that similar 
action be taken now with respect to the period from now until such time as the 
Corporation is again in operation. We urge again that the legislation be expedited 

Very truly yours, 
“REDERICK G. BAKER 
Chairman, Committee on Insurance 


NATIONAL SAVINGS AND LOAN LEAGUE, 
Washington, D. C., Ap 
Re bills to grant succession to the War Damage Corporation, 8S. 114, 5 
The Honorable BurNet R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C} 

DeAR SENATOR: Inasmuch as we approved, in the hearings before your com- 
mittee on December 21, 1950, when the committee was considering H. R. 9802, 
the reactivation of the War Damage Corporation, | wish now merely to reaffirm 
for the new record on the subject matter our interest in seeing the War Damage 
Corporation reactivated. Our chief interest in this matter is the protection 
which we feel should be made available to home owners of the country against 
damage to their homes and contents which would not otherwise | overed by 
insurance. 

While we have noted less active interest in the matter of war damage insurances 
in the last 3 or 4 months, we attribute that to the drifting condition of the inter- 
national situation. Nevertheless we think it highly desirable 
damage insurance be made available and, therefore, continue 
which would grant succession to the War Damage Corporatio 

With kind personal regards. 


Sincerely yours, 
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STATE OF SoutH CAROLINA CriviL DEFENSE, 
Columbia, April 13, 1951. 
Hon. Burnet R. Maypank, 
United States Senator, Washington, D. C. 

Dear Burnet: As civil-defense director of the State of South Carolina, I am 
interested in a number of bills which will be heard by the Subcommittee on 
Securities, Insurance, and Banking and which have to do with the provision of 
Federal insurance or reinsurance of personnel and property in the event of enemy 
attack on this country. I feel sure that I can count on you, as a member of this 
subcommittee and with your knowledge of this particular subject, to do what 
you think is right and just for the people and property owners of our country 

With kind personal regards, I am 

Sincerely yours, 
James C. Dozier, Director. 


PHOENIX-LONDON GrRoUP, 
New York, N. Y., February 28, 1951. 
Re compensation for employees injured from war hazards, 
Hon. BurNetr R. MAYRBANK, 
Chairman, Senate Banking and Currency Committee 
Senate Office Building, Washington, D. C 


Sir: We understand that there are two bills currently introduced, one in the 
Senate (S. 114) and one in the House (H. R. 1031) which will provide for reactiva- 
tion of the War Damage Corporation. 

The Senate version also provides for protection, through the medium of rein- 
surance, with respect to war-risk hazards resulting in injuries to emplovees of 
emplovers who are insured for workmen’s compenation or who are self-insured 
The House version goes a step further and provides for coverage with respect 
to injuries or death suffered by civilian-defense workers as a result of warlike 
action or attack by a foreign power. 

In our opinion, some form of reinsurance protection for insurers and _ self- 
insurers against war hazards is vitally important to the economic welfare of the 
country. The resources of private insurers and of self-insurers would be hope- 
lessly inadequate to cope with the consequences of any widespread enemy attacks 
on this country. Asa result of such an attack not only might it very well be that 
insurers would be thrown into insolvency through inability to meet the costs i 


eTrmns of 


compensation benefits, but also vital industries foreed to shut dow) 
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WEDNESDAY, JULY 11, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE ON SECURITIES, 
INSURANCE AND BANKING, OF THI 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 
The subcommittee met at 10 a.m., pursuant to notice, in Room 301, 
Senate Office Building, Senator J. Allen Frear, Jr. 
subcommittee) presiding. 
Present: Senators Frear, Schoeppel, and Dirksen. 
Senator Frear. The subcommittee will come to ordet 
This is a continuation of the hearings of April 18, 19, 24, and 25 


») 


(chairman of the 


of this year on certain war damage bills. Our first witness this 
morning is Mr. Elmer B. Staats, Assistant Director of the Bureau of 
the Budget. 


STATEMENT OF ELMER B. STAATS, ASSISTANT DIRECTOR, 
BUREAU OF THE BUDGET 


Mr. Sraats. Mr. Chairman, when we appeared before vou here 
on the 25th of April, the subcommittee requested that the Bureau 
of the Budget undertake to work with the other agencies of the 
executive branch in an effort to develop a concrete proposal based 
eenerally on the kind of thinking which we had expressed in a pre- 
liminary way to the subcommittee at that time 

We have been hard at work on that problem since that time and 
I want to say that the job which we undertook for the subcommitte: 
has been a pretty difficult job. 

Senator Frear. We can appreciate that: it is an enormous subject 
to cover in such a short length of time. 

Mr. Sraatrs. We do have a proposition here this morning that we 
are alming to present to you in the form of a statement and in the 
form of a draft bill which has been worked out in the executive branch 
and | hope it will be of some assistance to this committee. 

Senator Frear. We will insert the outline and proposed bill in 
the record at this point. 

(The outline and bill referred to follow:) 


OUTLINE OF WAR DISASTER ACT OF 1951 
MitLeE I, RESTORATION AND REHABILITATI 


See. 101. Community Facilities and Services, Aid to it ind Loealities 
See. 102. Community Facilities and Services, Fi 

Sec. 108. Industrial Facilities 

sec. 104 Recovery of Value of Permanently Us« 

dec. 10 Federal Facilities 
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TitLe IT. INCOME MAINTENANCE 


Benefit and Assistance, When Authorized 

Limitations on Benefit and Assistance Programs 

Medical Benefits 

Moratorium Authority 

Relief for Federal Insurance Systems (other than workmen's compensation 
Relief for Federal and State Workmen’s Compensation Systems 
Return to Normal Operations 

Civil Defense Workers, Death and Injury Compensation 
Attachment and Execution, Exemption of Benefits 
Determination of Death 

Administrative Appeals 

Finality of Decisions 

Utilization of State, Local, or Private Agencies 





TitLe IM. Property INDEMNITY 
PART I. WAR DAMAGE ADMINISTRATION AND WAR DAMAGE APPEALS BOARD 
Sec. 301. Establishment of Administration Appeals Board 
Sec. 302. Appointment of Officers and Employees 


Sec. 308. Authority of Administrator and Appeals Board and Preparatory Functions of Administrator 


PART Il. COMPENSATION FOR WAR DAMAGE TO PRIVATE PROPERTY 


Sec. 3 


311. Appropriation Authorization 
Sec. 312. Authority to Compensate 
Sec. 313. Size of Claims and Timing of Payment 
Sec. 314. Eligibility for Indemnity Payments 
Sec. 315. Limitations on Payments of Claims 


Sec. 316. Limitations on Property Eligible for Payment 
Sec. 317. Reports to the President and Congress 


PART Ill. PAYMENTS FOR WAR DAMAGE TO PUBLIC PROPERTY 
Sec. 3: Appropriation Authorization 
(a) Limitations on Size of Payments, (b) Loans, (c) Partial Payments, (d) Federal Construc 
tion, (e) Local Redevelopment Plans, (f) Priorities for Payment 





Sec. < 








TITLE IV. GENERAL PROVISIONS 
Sec. 401. Definitions 
Sec. 402. Fraud and Misrepresentation 
Sec. 403. Hearings and Investigations 
Sec. 404. Utilization of Available Resources, Employment of Personnel, Rules and Regulations, and 
Miscellaneous Provisions 
Sec. 405. Creation of New Agencies and Delegation of Authority 
Sec. 406. Appropriation Authorization, Titles I and IT 
Sec. 407. Exemption from Administrative Procedure Act 
Sec. 408. Relationship to Other Laws 
Sec. 409. Exemption from Liability for Claims 
Sec. 410. Procurement Without Competitive Biddings 
Sec. 411. Subpoenas and Confidential Information 
Sec. 412. Planning and Preparatory Activities 
Sec. 413. Reports to Congress 
Sec. 414. Limitation on Legal and Other Fees 
Sec. 415. Penalties 
Sec. 416. Controlling Clause 
Sec. 417. Separability Clause 
Sec. 418. Termination Date for Titles I and II 


PROPOSED WAR DISASTER ACT OF 1951 


A BILL To provide, in the event of hostile or warlike action against the United States, for the restoratior 
and rehabilitation of community facilities and services, and industrial facilities; for aid to civilians in 
distress; for the payment of indemnities for damage to or loss of property; and for ther purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘War Disaster 
Act of 1951’. 


PREAMBLE 


Sec. 2. In view of the ever-present danger of hostile or warlike actions whicl 
might affect directly the civilian population of the United States, it is the purpose 
of the Congress to take appropriate and adequate measures of preparation for 
dealing with the possible effects of such actions. It shall therefore be the policy 
of the Federal Government, in the event of hostile or warlike action causins 
injury, death, loss, or damage to civilians, to mobilize the resources of the entire 
Nation to the extent necessary to alleviate suffering, to assist stricken individuals 
and families, to restore and sustain essential production and community facilities 
and services in affected areas, and, within the limits of the fiscal resources availabl 
at the end of hostilities, to provide restitution at that time to the owners of 
property damaged or destroyed. In addition to providing civil protection under 
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the Federal Civil Defense Act, the Congress in this Act provides further author- 


ity necessary for dealing with the effects of such hostile or warlike action, and for 
advance planning and preparations for making any necessary measures effective 


TITLE I—RESTORATION AND REHABILITATION 


Src. 101. In the event of hostile or warlike action, the President after de- 
termining that such action has caused or is causing casualties or war damage of such 
proportions as to disrupt community life or essential production, is authorized to 
take such action as may be necessary to restore and rehabilitate war damaged 
community facilities and war interrupted community services in areas subjected 
to hostile or warlike action and in other areas where the adequacy of community 
resources has been directly impaired by reason of hostile or warlike action. For 
these purposes the President is authorized, with or without compensation therefor, 
Lo 

(a) provide assistance to any State or local government by utilizing, 
lending or making available any real property, equipment, supplies, services, 
or personnel of any Federal agency; 

b) distribute, give, or lend materials and equipment to publie authorities, 

private persons, or organizations able to undertake repairs or provide shelter 
on a nonprofit basis; 

c) make loans, grants or advances of funds to any State, local government 
or private organization. 

Sec. 102. Where the President finds that a State or local government is inca- 
pable of performing any function essential to restore or rehabilitate areas referred 
to in section 101, and that assistance extended or to be extended under the Federal 
Civil Defense Act of 1950 is inadequate to permit the restoration of community 
life and organization to the extent necessary for the maintenance of essential 
production and the alleviation of hardship, he is authorized to 

(a) inspect war damaged communities and determine the extent of needed 
repairs, restoration or renovation or resumption of services necessary and the 
order of priorities and preferences of aid to be granted; 

(b) construct, restore, repair, renovate, or demolish community facilities, 
and provide and render essential community facilities to evacuees and for 
such purpose to enter into contracts with any person or persons, corporation, 
organization or agency, public or private, or to employ labor on a force 
account basis; 

(ce) arrange for transporting and billeting evacuees including the registra- 
tion of all housing space which may be needed for the purposes of this title; 

(d) provide public health, medical, educational, welfare, and other com- 
munity services and arrange for transportation and distribution of food, cloth- 
ing, medical, and other essential supplies without regard to geographical 
limitations; 

(e) utilize all existing legal authority to the fullest extent possible; 

(f) procure by condemnation, requisition or otherwise real property, 
including land and structures, and any personal property deemed by him 
necessary for the purposes of this Act with the right to take immediate 
possession thereof and to rent, sell, manage, operate, or use the same: Pro- 
vided, That property acquired by condemnation, requisition, purchase, dona- 
tion, or otherwise may be occupied, used, and improved for the purposes 
of this Act prior to the approval of title by the Attorney General as required 
by section 355 of the Revised Statutes as amended, and without regard to 
section 322 of the Act of June 30, 1932 (47 Stat. 412) as amended, The Federal 
Property and Administrative Services Act of 1949, as amended, or any 
Federal laws, rules, or regulations relating to plans and specifications or 
forms of contract, to the approval thereof, or to the submission of estimates 
therefor. In the ease of property acquired without judicial proceedings 
the President shall promptly determine the amount of compensation to 
be paid for such property (other than that of the Federal Government or any 
department or agency thereof) or the use thereof acquired pursuant to 
this title in accordance with the provisions for just compensation in the 
fifth amendment to the Constitution of the United States. If the person 
entitled to receive the amount so determined by the President as just com- 
pensation is unwilling to accept the same as full and complete compensation 
for such property or the use thereof, he shall be paid promptly 75 per centum 
of such amount and shall be entitled to recover from the United States in 
any action in the Court of Claims, or, without regard to whether the amount 
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involved exceeds $10,000, in any District Court of the United States, within 
three years after the date of the President’s award, such additional amount 
if any, which, when added to the amount so paid to him, shall be just compen- 
sation. 

Whenever the President determines that any real property acquired under thi 
Act and held by the Federal Government is no longer needed by the Federa 
Government he shall, if the original owner desires the return of the property 
and pays to the President the fair value thereof, return such property to thi 
owner In the event the President and the original owner do not agree as to the 
fair value of such property, the fair value shall be determined by three appraisers, 
one of whom shall be chosen by the President, one by the original owner, and 
the third bv the first two appraisers: the expense of such determination shall be 
paid in equal shares by the Federal Government and the original owner, 

Whenever any personal property acquired under this Act and held by 


the 


eral Government shall no longer be needed for the purposes of this A 
President AY dispose of such property on such terms and conditions as | 
deem appropriate, but to the extent feasible and practicable he shall give to the 
former owner of Any property so dis} osed of an opport Unity to reacquire it at it 
then fair value as determined by the President, or if it is to be disposed of (other 
wise than at a public sale of which he shall give reason > notice) at less than s 
alue, at the highest price any other person is willi to pav therefor: Pro 
this opportunity to reacquire need not be given in the case of fungibl 
ing a fair value of less than $1,000. 
103. Where the President finds that any industrial facilitv essential to the 
1al defense, or other establishment or facility ised in connection therewi 
has sustained war caused damage he is authorized to 
(1) inspect the industrial facilitv, and determine the extent of needed 
repairs, restoration, or renovation, and the order of priorities and preferences 
of aid to be granted; 
2) make loans, grants, or advance funds to any private person or organiz 
h facilitv in order to re 


tion for the purpose of repairing or replacing suc 
essential production: 
3) construct, restore, repair, renovate, or demolish industrial facilities 


2 above Wot 


the provision of financial assistance in paragraph 
he restoration necessary in the interests of nation: 
>to enter into eontract it} anv person or persons, 
, public or private, or t PCT POY | 
existing legal authority to the fullest ] 
condemnation, requisition, or otl 
nd structures, and any personal property 
| 


e purposes of restoring such essential 


with the right to take immediate possession thereof and to re 


operate, or use the same, and to exercise for the purposes of this sect 
the powers granted to him in section 102 (f) for the purposes of said section 
102. 

Sec. 104. In any case where the construction, restoration, repair or renovation 
costs of any industrial facility or nonpublic community facility has been assumed 
by the Federal Government and such facility remains in private hands, the value 
as determined by the President of any permanently useful construction, restora 
tion, repair, or renovation, including the earnings therefrom, shall be set off against 
any claim for indemnity under title III with respect to such facility and may 
be set off against any other claim “by the legal or equitable owner thereof, or any 


other party having an insurable interest therein, against the Federal Government 
any agency or instrumentality thereof, corporate or otherwise. In instance: 
where a claim for indemnification is made and where the value of such repairs 
or reconstruction is found to exceed the amount of the applicant’s entitlement 
to an indemnity under title III, the Federal Government shall have a lien for 
the excess, and the President shall, by such rules, regulations, and orders a 
may be necessary, including the establishment of rates of repayment and interest 
therefor, provide for the settlement and adjustment of the difference between 
the value of the restored, repaired, or renovated facility and the amount which 
the War Damage Administrator determines as indemnification for such facility 
In the event that no claim for indemnification with respect to a damaged facility 
is submitted, the Federal Government shall have a lien on such facility for the 
excess of the value, as determined by the President, of any permanently useful 
construction, restoration, repair, or renovation made by the Federal Government, 
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(3) in case of death, (A) cash benefits to dependents and (B) payments 
in such cases and to such extent as the President may determine, of reason- 
able burial expenses in connection with such death to persons equitably 
entitled thereto who have borne such expenses. 

An individual shall be deemed to be under a disability which is total if he is 
unable to engage in any substantially gainful activity by reason of any medically 
demonstrable physical or mental impairment. 

(e) The President may prescribe such disqualifications from benefits or as- 
sistance under sec‘ion 201 as he may deem proper with respect to enemy aliens, 
and such other di:qualifications from such benefits or assistance as may deem 
necessary or proper to protect the public interest or to carry out the purposes 
of this Act. 

Sec. 203. Medical benefits provided under section 201 (a) and medical care 
provided under section 291 (b) may inelude doctors’ and nurses’ services, drugs 
and other medicines, prosthetic and other devices, hospitalization and such other 
services and supplies as may be necessary for diagnosis, treatment, and care. 
Such benefits and care may be provided through payment of the cost thereof, 
either in advance or by way of reimbursement, to the person or public or private 
agency, institution, or organization furnishing the benefits or, where this is not 
feasible, to the beneficiary. To the extent the President deems necessary such 
benefits and care may also be provided through the use of facilities and personnel 
of the Federal Government. 

Sec. 204. Whenever the President determines that a number of war caused 
injuries or deaths have occurred or are imminent for which payments are or may 
be provided under private insurance contracts entered into prior to the date 
of enactment of this Act or under any public insurance, retirement, pension, 
or compensation systems (other than workmen’s compensation systems of the 
Federal Government and contracts thereunder), and such payments may have 
other serious adverse eTects upon the solvency of the insurers or the systems, 
thereby causing substantial losses to beneficiaries of such contracts or systems 
and endangering the civilian economy or morale of the Nation, State, or com- 
munity, he shall so declare by executive order. Upon such declaration, pay- 
ments under such contracts or systems with respect to such injuries or deaths 
(in all eases or only such cases as may be specified in such order) shall be post- 
poned for such period of time and to such extent as the President finds necessary ; 
and during such period of time, the President shall provide a program of benefits 
under section 201 (a) which includes benefits with respect to such injuries or 
deaths with respect to which such postponement is effective. The Federal Gov- 
ernment shall be subrogated to all the rights of any individual on account of any 
injury or death under any such contract or system (with respect to which the 
President has taken action under this section) to the extent benefits are paid to 
such individual under section 201 (a) on account of the same injury or death. 

Sec. 205. Whenever benefits are made available under section 201 (a) with 
respect to any injury or death, the President may relieve any insurance, retire- 
ment, pension, or compensation system of the Federal Government (other than 
workmen’s compensation) from liability, in whole or in part, for payments in the 
case of any or all injuries or deaths with respect to which such benefits are made 
available under such section. The President may also arrange for reimbursing 
any such system of the Federal Government for all or any portion of the cost of 
payments under such system on account of war caused injuries or deaths. 

Sec. 206. (a2) Whenever the President determines that a sreat number of 
injuries or deaths have occurred or are imminent for which payments are or may 
be provided under any State workmen’s compensation system and such payments 
may have serious adverse effects on the solvency of such system, thereby causing 
substantial losses to beneficiaries and endangering the civilian economy or morale 
of the Nation or State, he shall so declare by executive order. Nosuch declaration 
shall be made unless and until the President shall have provided a program of 
benefits under section 201 (a) which includes benefits with respect to war caused 
injuries or deaths covered by such workmen’s compens*tion system. Upon such 
declarstion, all workmen’s compensation insurers shell (in addition to or without 
the action authorized under section 204) be relieved from liability for payments 
on account of wer caused injuries or deaths which occur or have occurred during 
such period of time as the President desicnates, to the extent that and for such 
period of time as the President deems necessary. The period of time during which 
any such workmen’s compensation system may be relieved from liability may not, 
for any State, extend more than six months after the calendar month in which 
ends the first full recular session of the State lecislature occurring after the 
enactment of this Act 
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(b) Upon enactment of this Act, no workmen’s compensation system of the 
Federal Government shall be deemed to provide compensation with respect to 
war caused injuries or deaths for which a program of benefits has been provided 
pursuant to section 201 (a). 

Sec. 207. The President shall, to the extent consistent with the purposes of 
this title and with due regard for the equities of all parties concerned, take all 
practicable and appropriate measures to expedite return to normal operations 
under any contract or system with respect to which he has taken action under 
this title. 

Sec. 208. Section 201 of the Federal Civil Defense Act of 1950 (64 Stat. 1248 
is amended by inserting after subsection (j) thereof the following new subsection: 

(k) make financial contributions to the States on such terms or conditions 
as the Administrator may prescribe for the purpose of providing compensation 
for personal injury or death suffered by any person who is a member of o1 
recistered for membership in the United States Civil Defense Corps provided 
for in section 401 (c) of this Act while ens;;aced in the performance of his duty 
as such member or recistrant for membership or while engaged in authorized 
trainin:: therefor: Provided, That contributions may not be made by the 
Administrator toward compensation for any injury or death with respect to 
which benefits are provided under section 201 (a) of the War Disaster Act 
of 1951: Provided further, That the amounts authorized to be contributed by 
the Administrator to each State for such purposes shall be equally matched 
by such State from any source it determines is consistent with its laws: 
Provided further, That contributions by the Administrator to any State may 
not exceed those necessary to provide compensation for such personal injury 
or death at a higher level than that in effect for such injury or death (1) under 
the Federal Employees’ Compensation Act of September 7, 1916, as amended, 
for employees whose salary is $3,600 per annum, or (2) in that State under its 
workmen’s compensation laws, whichever is higher’. 

Sec. 209. Benefits under this title shall not be transferable or assignable at 
law or in equity, and none of the benefits paid or payable or rights existing under 
this title shell be subject to execution, levy, attachment, garnishment, or other 
lecal process; and the rights and benefits hereunder shall be exempt from the 
provisions of any bankruptcy or insolvency law. 

Sec. 210. A determination that an individual is dead may be made on the 
basis of evidence that he has disappeared under circumstances such as to mak? 
such death appear probable. 

Sec. 211. Decisions with respect to entitlement to benefits under this title 
shall be reviewable by such administrative procedures as the President shall pre- 
scribe. The President may provide for reconsideration or modification of such 
decisions, and may provide for waiving recovery of money erroneo 
whenever such recovery would be inequitable or impracticable. 

Sec, 212. The allowance or denial of any benefit or assistance under this title 
shall be final and conelusive on all questions of law and fact and not subject to 
review by any other official of the Federal Government or by any court by man- 
damus or otherwise. 


usly paid 


Src, 213. Pursuant to appropriate agreement, the President may, in carrying 
out his functions under this title, and to the extent practicable he shall, in carrying 
out his funetions under section 201 (b), make grants to, or otherwise utilize (and 
pav therefor, either in advance or by way of reimbursement) the services and 
facilities of any State or local agencies or nonprofit private agency 


TITLE ITI—PROPERTY INDEMNITY 
Part A—WarR DAMAGE ADMINISTRATION AND WAR DAMAGE APPEAL Boarpb 


Sec. 301. (a) There is hereby established in the executive branch of the Gov- 
ernment a War Damage Administration (hereinafter referred to as the ‘‘Adminis- 


tration at the head of which shall be a War Damage Administrator (herein- 
after referred to as the ‘‘Administrator’’), appointed by the President, by and 
with the advice and consent of the Senate. The Administrator shall receive 


compensation at the rate of $17,500 per annum. 

b) There shall be in the Administration a Deputy Administrator who shail 
be appointed by the President, by and with the advice and consent of the Senate, 
and who shall receive compensation at the rate of $16,000 per annum. The 
Deputy Administrator shall perform such functions as the Administrator may 
prescribe and shall act for and exercise the powers and perform the duties of the 
Administretor during his absence or disability. 
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(c) There is hereby established in the Administration a War Damage Appea 
Soard (hereinafter referred to as the ‘‘Board’’), which shall be composed of thre« 
members appointed by the President, by and with the advice and consent of the 
Senate. Such appointments, however, shall be deferred until the President finds 
on the advice of the Administrator, that the constitution of the Board is required 
in order that the duties assigned to it under this Act may be discharged. The 
President shall designate one member of the Board to serve as Chairman. The 
members of the Board shall receive compensation at the rate of $15,000 per annum. 
A vacancy in the membership of the Board shall not impair the authority of th 
remaining two members of the Board to exercise all of its functions. Vacanci 
occurring in the membership of the Board shall be filled in the same manner as 
in the case of the original selection. 

Sec. 302. Subject to the civil-service laws and the Classification Act of 1949, 
the Administrator may appoint and fix compensation and allowance of officer 
and employees, and make such expenditures as may be necessary to carry out the 
functions of the Administration. Officers and employees of any other department 
or agency of the Government may, with the consent of the head of such depart 
ment or agency, be assigned to assist the Administrator in carrying out his func 
tions. The Administrator may, with the consent of the head of any departme: 
or agency of the Federal Government, the several State governments, and their 
ocal governments, utilize the facilities and services of such department or agency) 
in carrying out the functions of the Administration. The Administrator may 
in his discretion, employ the services of insurance companies and adjusters, ap 


‘ts, engineers, and others for adequate compensation under 


303. (a) The Administrator may adopt such rules and regulations as 
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Sec. 313. (a) No claim shall be paid unless approved by the Administrator or 
his authorized representative or, on appeal, unless approved by the Board. No 
payment shall be made until the President has declared that the danger of sub- 
stantial war caused damage has abated, 

(b) No claim shall be approved in an aggregate amount which exceeds the cost 
of replacing, repairing, or rebuilding such damaged property, less depreciation at 
the time of damage, as determined by the Administrator: Provided, That the 
approved amount of the claim shall be reduced by $10@ plus 10 per centum of the 
remainder, 

(c) In conformity with the provisions of subsection (b), the Administrator shall 
first make provision to pay all claims approved for $5,000 or less, and, on the 
claims approved for more than $5,000, to pay $4,410; thereafter, on claims ap- 
proved for more than $5,000, the Administrator may make such percentage pay- 
ments on the amount in excess of $5,000 as shall be applicable to all such approved 
claims: Provided, That in accordance with section 104 the value of any prior 
rehabilitation of such property constituting permanent improvements, made by 
the Federal Government, and the value of any prior rehabilitation of such prop- 
erty, constituting permanent improvements made by any State or its political 
subdivision, shall be considered as part of the payments provided under this sub- 
section. In making any payments, the Administrator shall give due consideration 
to the total funds authorized for appropriation. After the time fixed by the 
Administrator for the filing of all claims has expired, the Administrator shall 
determine the amount of money available for the further payment of claims 
Such funds shall be applied pro rata toward the payment of the unpaid balances 
of the amounts approved by the Administrator. 

Ste. 314. (a) The indemnity authorized in this title shall be payable only to 
qualified persons having an insurable interest as owner, mortgagee, lienholder, 
pledgee, or lessee, in such property so lost or damaged: Provided, That any qualified 
person who acquired any deceased person’s interest in any property either 
heir, devisee, legatee, or distributee, or (2) as executor or administrator of 
estate of any such deceased person for the benefit of one or more heirs, devisees, 
legatees, or distributees, all of whom are qualified persons, shall be deemed to 
have had the same interest in such property during such deceased person’s lifetime 


that such deceased person had held: Provided, however, That such heirs, devisees, 


legatees, or distributees shall be limited to the surviving spouse, child or children 
(including a stepchild, adopted child, or an illegitimate child if the ’ 
designated as beneficiary by the deceased person), parent (including a stepparent, 
parent by adoption, or person who stood in loco parentis to the deceased person 
for a period of not less than one year), brother, or sister of the deceased pr rson, 


I 
including those of the half-blood and those through adoption. 
(b) As used in this Part, the term “qualified person’’ means 
(1) any individual who is a citizen of the United States, its territories and 
possessions, or who is a citizen of a nation not an enemy of the United S 
which nation grants reciprocal war damage payments to citizens 
United States; 

(2) any individual, not dishonorably discharged, who has served in t] 
armed forces of the United States or performed ‘“‘service in the merchant 
marine’’ (as defined in the first section of the Act entitled ‘‘An Act to provide 
reemployment rights for persons who leave their positions to serve in the 
merchant marine, and for other purposes,”’ approved June 23, 1943 

(3) any church or other religious organization; 

(4) any partnership, unincorporated association, trust, or corporation 
(or, upon dissolution, its duly constituted successor), organized pursuant to 
the laws of any of the several States or of the United States or of anv territory 
or possession thereof, but excluding any corporation wholly owned by the 
Federal Government; and 

(5) any partnership, unincorporated association, trust, or corporation, 

organized pursuant to the laws of any nation not an enemy of the United 
States which nation grants reciprocal war damage payments to such organ- 
izations of the United States. 
Sec. 315. The Administrator shall make no payment under the provisions of 
this part to— 

(a) any enemy alien; 

(b) any person who, by civil or military court having jurisdiction, has 

been found guilty of treason or espionage; 

(c) any partnership, unincorporated association, trust, or corporation of 

which control is exercised or majority ownership held by any of the persons 
specified in clauses (a) and (b) of this section; 


85516—32 15 
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(d) compensate for any war-caused damage to property which, at the time 
of damage, was insured against any such damage, except to the extent that 
the damage exceeds the amount of such insurance: Provided, That such 
insurance is collectible: 

(e) compensate for any war-caused damage for which compensation or 
indemnity is otherwise payable, or has been paid, or is authorized to be paid, 
by the United States Government or its respective departments, establish- 
ments, or agencies, unless the department, establishment, or agency concerned 
has declined to pay compensation or indemnity for such damage; and 

(f) any claimant, unless such claimant shall file with the Administrator 
a claim in conformity with the requirements of parts A and B of this title 
and such regulations as shall be established by the Administrator. 

Sec. 316. The classes of property enumerated in this section are hereby excluded 
from protection, compensation, or consideration under this Part, and the Admin- 
istrator shall not make any payment, directly or indirectly, on account of loss of 
or damage to such classes of property: 

(a) Accounts receivable, bills receivable, records, plans, drawings, formulas, 
deeds, evidences of debt, securities, bank deposits, lecture notes, unpublished 
manuisripts, and curiosities; 

(b) Other intangible property not specified in subsection (a); and 

(c) Such other property as the Administrator may exclude for reasons of 
administrative feasibility. 

Sec. 317. At the end of the first full fiscal year after organization of the Admin- 
istration, and each year thereafter, the Administrator shall make a report to the 
President for transmission to the Congress concerning operations under parts A 
and B of this title. 


Part C—PayYMENTS FOR Wark DAMAGE TO PuBLIC PROPERTY 


Sec. 321. To assist the governments of the several States, their political sub- 
divisions, and the territories and possessions of the United States, to replace, 
repair, or rebuild public property sustaining war caused damage, there is hereby 
authorized to be appropriated, out of any money in the Treasury not otherwise 
appropriated, the amount of $2,000,000,000 for the purpose of making, after the 
President determines that danger of substantial war caused damage has abated, 
payments as authorized by this part, and such additional amounts as may be 
reauired to pay the administrative expenses under this part. 

Sec. 322. (a) The President, within the limits of the funds made available 
pursuant to section 321, is authorized to make payments to assist the governments 
of the several States, their political subdivisions, and the territories and possessions 
of the United States, to replace, repair, or rebuild public property sustaining war 
caused damage. Such payments shall not exceed 75 per centum of the estimated 
cost, as determined by the President, of the replacement, repair, or rebuilding 
of such public property without enlargement of service capacity or other better- 
ment, and the President, in determining such percentage for any payment may 
consider the relative extent and magnitude of the war caused damage sustained 
by each governmental entity, the permanent value of prior rehabilitation provided 
under title I of this Act and under any Federal law, the sufficiency of the fiscal 
resources remaining to it, and other relevant factors: Provided, however, That in 
determining the fiscal resources of any governmental entity consideration shall 
be given to (1) the extent and probable duration of any impairment of the taxing 
base and borrowing authority of the governmental entity as a result of war caused 
damage, (2) the existing or prospective availability of aid from State and other 
sources, and (3) the availability of Federal financial assistance for replacing, 
rebuilding, or repairing the particular public property under other law. Payments 
made under this section may be used to enable the recipient thereof to qualify 
for other Federal financial assistance which is conditioned upon State, territorial, 
or local participation in financing the work. 

(b) If any of the governments enumerated in this section lacks the resources 
essential to the payment of its percentage of the cost of such replacement, repair, 
or rebuilding, the President may lend the funds: Provided, That such government 
will assume an obligation for the repayment of such loans on terms approved by 
the President, with annual installments on the principal beginning not later than 
five years and with full repayment in a period not to exceed twenty-five years 
from the date of the obligation. For the purpose of borrowing as authorized by 
this subsection, the borrower may issue to the Secretary of the Treasury, and the 
Secretary is authorized and directed to purchase, its notes, debentures, bonds, or 
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other obligations to be redeemable at its option before maturity in such manner 
as may be stipulated in such obligations. Such obligations shall bear interest 
at a rate exceeding by one-half per centum the current rate on outstanding market- 
able obligations of the United States of approximately comparable term, as of 
the last day of the month preceding the issuance of the obligations: Provided, 
That the total amount of obligations purchased under this section shall not exceed 
$500,000,000 outstanding at any one time. For purposes of this subsection the 
Secretary of the Treasury is authorized to use as a publie-debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and for purposes for which securities may be issued under the 
Second Liberty Bond Act, as amended, are extended to include any purchases 
of obligations hereunder. 

(c) Nothing in this section shall preclude partial payments as the replacing, 
repairing, or rebuilding of the property progresses. 

(d) The President, in his discretion, may direct qualified agencies of the Federal 
Government to undertake, after consultation with the governmental entities 
concerned, the repair, replacement, or rebuilding of property of a State, territorial, 
or local government for which payments are made under this part and, from the 
funds available for carrying out the provisions of this part, may transfer to such 
Federal agencies the funds necessary to pay for the work requested. Any Federal 
agency, so directed by the President, is authorized to replace, repair, or rebuild 
property in accordance with such directions and to expend the funds transferred 
to it for such purpose. 

(e) No payments under this part for the repair, replacement, or rebuilding of 
public property sustaining war caused damage shall be made unless there has 
been adopted for the area concerned a comprehensive redevelopment and recon- 
struction plan, and the governmental entity affirms that such repair, replacement, 
or rebuilding is consistent with such plan. 

(f) The President shall have power to classify the public property for the re- 
placement, repair, or rebuilding of which payments are authorized under this 
part and to give priority to payments for the class or classes which he may deem 
desirable: Provided, That in determining such priorities, consideration shall be 
given to (1) the relative importance of the property to be replaced, repaired, or 
rebuilt to the reconstruction and rehabilitation of the economy of the Uni 


States, (2) the need of the locality concerned for such property, and (3) 
other factors as may be deemed relevant. 


TITLE IV—GENERAL PROVISIONS 


Sec. 401. As used in this Act 

(a) The terms ‘‘war caused damage,”’ ‘“‘war caused injury,’’ ‘‘war caused death,”’ 
or ‘“‘war caused loss’? mean any damage, injury (including disease), death, or loss 
resulting from (A) any hostile or warlike action by (i) any government or sovereign 
power (de jure or de fatto) or any authority maintaining or using military, naval 
or air forces, or (ii) an agent of any such government, power, or forces, or (B) any 
action taken by any Federal, State or local government agency in hindering, 
combating or defending against any such hostile or warlike action (whether 
actual, impending, or expected), or (C) disorder or other lawlessness accompanying 
the collapse of civil authority determined by the President to have resulted from 
any action referred to in clause (A) or (B) or from control by enemy forces; 

(b) The term “hostile or warlike action’? means any attack or series of attacks 
by an enemy of the United States in any manner, including, but not limited to, 
attack by invasion, by sabotage, and by the use of bombs, shellfire, or atomic, 
radiological, chemical, bacteriological or other biological means, or other weapons 
or processes ; 

(c) The term “community facilities’? shall, include any facility necessary for 
providing adequate shelter for persons dislocated by reason of war damage, and 
any facility necessary for carrying on community living, including but not 
restricted to residential, commercial, and other structures, shelters, land, food 
distribution facilities, utilities, transportation svstems and equipment, waterworks 
and water distribution systems and equipment, communications systems and 
equipment, sewers and sanitation disposal systems and equipment, schools 
hospitals, and medical facilities, streets and roads, fire, police and other public 
protection facilities. 

(d) The term ‘‘community services’’ shall include any service necessary for 
carrying on community living, including, but not limited to, the maintenance and 
operation of community facilities as defined in seetion 401 (c 
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(e) The term “industrial facility’? shall include land, structures, equipment, 
supplies, and component parts thereof, of any industrial plant or installation 
engaged in the manufacture, production, processing, transportation, or distribution 
of materials determined by the President to be necessary for the national defense ; 

(f) The term ‘“‘United States’, when used in a geographical sense, means the 
several States, the District of Columbia, Hawaii, Alaska, Puerto Rico, and the 
Virgin Islands, and shall include all lakes, bays, harbors, sounds, inlets, and similar 
bodies of water therein, but shall not include any other portion of the Atlantic or 
Pacific Oceans or the Gulf of Mexico outside the territorial limits of the United 
States. 

Sec. 402. Whoever, for the purpose of causing an increase in any benefit, 
assistance, or other aid authorized to be made under this Act, or for the purpose 
of causing any payment to be made when no such aid is authorized, shall make or 
cause to be made any false statement or representation of a material fact in any 
application for any such aid under this Act or in connection with any such pay- 
ment shall be fined not more than $10,000 or imprisoned not more than two years, 
or both, and may be denied any payments or other benefits under this Act, and 
if any such aid shall have been made or granted, appropriate action may be taken 
to recover the same. 

Sec. 403. The President may provide for the holding of such hearings and the 
conduct of such investigations and other proceedings as he may deem necessary or 
proper for the administration of this Act. He may provide for administration of 
oaths and affirmations, examination of witnesses, and receipt of evidence in the 
course of any such hearing, investigation, or other proceedings. Evidence may 
be received at any such hearing even though inadmissible under rules of evidence 
applicable to court procedure. 

Sec. 404. For the purpose of carrying out his powers and duties under this Act, 
the President is authorized to— 

(a) direct and utilize the services of any Federal agency, its available 
personnel, equipment, supplies, facilities, and other resources to accomplish 
the purpose of this Act, in such a manner as will employ the existing resources 
of the Federal Government to the maximum extent possible, and prevent 
duplicate or parallel activity by Federal departments and agencies, unless 
such duplication is necessary to accomplish the purposes of this Act; 

(b) employ civilian personnel for duty in the United States, including the 
Distriet of Columbia, or elsewhere, subject to the civil service laws, and to 
fix the compensation of such personnel in accordance with the Classification 
Act of 1949, as amended; and subject to the standards and procedures of that 
Act, to place positions and employ persons temporarily in Grades 16, 17, and 
18 of the General Schedule established by that Act, and such positions shall 
be additional to the number authorized by section 505 of that Act; and, 
notwithstanding the provisions of any other law, except those imposing re- 
strictions upon dual compensation, employ, in a civilian capacity, retired 
personnel of the armed services on a full or part-time basis without loss or 
reduction of or prejudice to their retired status; 

(ce) employ such part-time or temporary advisory personnel (including 
subjects of the United Kingdom and the Dominion of Canada) as are deemed 
necessary in carrying out the provisions of this Act. Persons holding other 
offices or positions under the United States for which they receive compensa- 
tion, while serving in the capacity of advisory personnel under the terms of 
this Act, shall receive no additional compensation for such service. Other 
part-time or temporary advisory personnel so employed may serve without 
compensation or may receive compensation at a rate not to exceed $50 for 
each day of service, as determined by the President; 

(d) employ temporarily additional personnel without regard to the civil 
service laws and the Classification Act of 1923, as amended; 

(e) accept and utilize with the consent of any State or local government, 
the services and facilities of such State or local government, or of any agencies, 
officers, or employees thereof and provide for the reimbursement thereof in 
advance: utilize and establish such regional, local, or other agencies as may be 
necessary, utilize such voluntary and uncompensated services by individuals 
or organizations as may be needed; 

(f) notwithstanding any other provisions of law, accept gifts of supplies, 
equipment, and facilities; and utilize or distribute same for purposes in ac- 
cordance with the provisions of this Act; 

(g) incur such obligations on behalf of the United States by contract or 
otherwise as may be required for the purposes of this Act; 
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(h) reimburse in such amounts as he may deem appropriate, and to the 
extent funds are available, any Federal agency for any of its expenditures in 
connection with the purposes of this Act; 

(i) purchase such printing, binding, and blank-book work from public, 
commercial, or private printing establishments or binderies as he may deem 
necessary upon orders placed by the Public Printer or upon waivers issued in 
accordance with section 12 of the Printing Act approved January 12, 1895, 
as amended; and 

(j) prescribe such rules, regulations, and orders as he deems necessary or 
appropriate to carry out the provisions of this Act. 

Sec. 405. (a) The President may delegate any power or authority conferred 
upon him by this Act to any officer or agency of the Government including any 
new agency or agencies (and the President is hereby authorized to create such 
new agencies, other than corporate agencies, as he deems necessary), and he 
may authorize such redelegations by that officer or agency as the President 
may deem appropriate. The President is authorized to appoint heads and 
assistant heads of any such new agencies, and other officials therein of com- 
parable status, and to fix their compensation, without regard to the Classification 
Act of 1949, as amended, at rates comparable to the compensation paid to the 
heads and assistant heads of independent agencies of the Government. Any 
officer or agency may employ civilian personnel for duty in the United States, 
including the District of Columbia, or elsewhere, without regard 
14 of the Federal Emplovees’ Pay Act of 1946 (Stat. 219 
necessary to carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency « 
ister the authority confesred by this Act shall be appointed | 
by and with the advice and consent of the Senate. 

Sec. 406. There are hereby authorized to be appropriated such sums as may be 

necessary and appropriate for the carrying out of the provisions and purposes 
of title I and II of this Act by the President and such agencies as he may desig- 
nate or create. Funds made available for the purposes of title I and I] 
C of title II] of this Act may be allocated or transferred for the purposes of this 
Act, to any agency designated to assist in carrying out this Act Funds so allo- 
cated or transferred shall remain available for such period as may be 
in the acts making such funds available. 

Sec. 407. The functions and duties exercised under this Act shall be excluded 
from the operation of the Administrative Procedure Act (60 Stat 
to the requirements of section 3 thereof. 

Sec. 408. The authority conferred by this Act and any funds provided here- 
under shall be supplementary to, and not in substitution for, nor in limitation of, 
any other authority conferred or funds provided under any other law. Any 
funds received by Federal agencies as reimbursement for services or supplies 
furnished under the authority of this section shall be deposited to the credit of 
the appropriation or appropriations currently available for such services or 
supplies. 
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109. The Federal Government shall not be liable for any claim based upon 
the exercise or performance or the failure to exercise or perform a& discretionary 
function or duty on the part of a Federal ageney or an employee of the Federal 
Government in carrying out the provisions of this Act. 

Sec. 410. In situations in which the President finds that the procurement of 
supplies, services, and materials, on an emergency basis, is necessary to carry 
out the provisions of this Act, such procurement may be made without regard 
to section 3709 of the Revised Statutes. 

Sec. 411. (a) For the purpose of any hearing, investigation, or other proceding 
authorized or directed under this Act, the President or the Administrator, within 
their respective jurisdictions, shall have power to issue subpenas requiring the 
attendance and testimony of witnesses and the production of any evidence that 
relates to any matter under investigation or in question before the President or the 
Administrator. Such attendance of witnesses and production of evidence at the 
designated place of such hearing, investigation, or other proceeding may be 
required from any place in the United States or in any Territory or possession 
thereof. Subpenas of the President or the Administrator shall be served by any- 
one authoried by him (1) by delivering a copy thereof to the individual named 
therein, or (2) by registered mail addressed to such individual at his last 


i 


known 
dwelling place or principal place of business. A verified return by the individual so 


serving the subpena setting forth the manner of service, or, in the case of service 
by registered mail, the return post-office receipt therefor signed by the individual 
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so served, shall be proof of service. Witnesses so subpened shall be paid the same 
fees and mileage as are paid witnesses in the district courts of the United States. 

(b) In case of contumacy by, or refusal to obey a subpena duly served upon, any 
person, any district court of the United States for the judicial district in which 
said person charged with contumacy or refusal to obey is found or resides or trans- 
acts business, upon application by the President or the Administrator, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony, 
or to appear and produce evidence, or both; any failure to obey such order of the 
court may be punished by said court as contempt thereof. 

c) No person so subpenaed or ordered shall be excused from attending and 
testifying or from producing books, records, correspondence, documents, or 
other evidence on the ground that the testimony or evidence required of him may 
tend to incriminate him or subject him to a penalty or forfeiture; but no person 
shall be prosecuted or subjected to any penalty or forfeiture for, or on account of, 
any transaction, matter, or thing concerning which he is compelled, after having 
claimed his privilege against self-incrimination, to testify or produce evidence, 
except that such person so testifying shall not be exempt from prosecution and 
punishment for perjury committed in so testifying. 

d) Information obtained under this section which the President or Adminis- 
trator deems confidential or with reference to which a request for confidential 
treatment is made by the person furnishing such information shall not be pub- 
lished or disclosed unless the President or the Administrator determines that 
the withholding thereof is contrary to the general welfare, and any person wilfully 
violating this provision shall be fined not more than $5,000, or imprisoned for 
not more than one year, or both. 

Sec. 412. To assist in carrying out the policy and, objectives of title I and 
title Il and to the extent not already provided for under the Federal Civil Defense 
Act, the President shall prepare such plans and carry on such other preparatory 
activities as may effectively assist in implementing the provisions of this Act. 
Such plans and activities may include 

(1) provisions for the assistance and encouragement to State and local 
governments to make plans for their participation in carrying out the purposes 
of this Act 

2) plans for the immediate activation of national programs when needed 
for the restoration and rehabilitation of war damaged areas and for aid, 
assistance and benefits under this Act; 

3) provisions for the utilization of Federal facilities and resources in such 
a program and for organizing and training personnel needed to carry out the 
functions of this Act. 

In the preparation of the plans and activities, the existing facilities and resources 
of the Federal Government shall be utilized to the maximum possible extent, with 
the objective of preventing any operations which would duplicate or parallel the 
present operations of Federal department or agencies. 

Sec. 413. The President shall from time to time transmit to the Congress re- 
ports on the progress of plans and activities referred to in section 412 and the 
general nature thereof. 

Sec. 414. No claim for legal services or for any other services rendered in 
respect of a claim for or award of benefits, assistance, compensation, or any other 
aid under this Act to or on account of any person shall be valid unless approved 
in such manner as may be prescribed by the President; and any claim so approved 
shall, in the manner and to the extent so prescribed, be paid out of the aid payable 
to the claimant; and any person who pays or offers to pay or promises to pay or 
receives any fee, other consideration, or any gratuity on account of services so 
rendered, unless such consideration or gratuity is so approved, shall be guilty of a 
misdemeanor and shall, for each offense, be fined not more than $5,000 or im- 
prisoned not more than one year, or both, and any such claimant may be denied 
all rights under this Act. 

Sec. 415. Any person who wilfully performs any Act prohibited or wilfully 
fails to perform any act required by the above provisions of this Act, or any rule, 
regulation, or order thereunder, shall be fined not more than $5,000 or imprisoned 
for not more than one year, or both. 

Sec. 416. Insofar as the provisions of any other law are inconsistent with the 
provisions of this Act, the provisions of this Act shall be controlling. 

Sec. 417. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, and 
the application of such provision to persons or circumstances other than those as 
t». which it is held invalid, shall not be affected thereby. 
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Sec. 418. Titles I and II of this Act and the authority thereunder shall cease 
to be effective six months after the termination date of the emergency proclaimed 
by the President on December 16, 1950, or on such earlier date 


as the President 
may proclaim. 


Mr. Staats. Let me say at the outset that the task has not been 
easy. We are dealing here with imponderables. Fortunately in the 
history of our country we have few, if any, precedents, to guide us. 
We cannot know in advance the particular actions necessary to 
preserve life, or restore community facilities or assure the continuance 
of defense and essential civilian production in the event of extensive 
destruction. 

Therefore, the judgment we now exercise on legislation necessary 
to deal with future attack must depend upon the assumptions we make 
as to the extent and nature of such an attack. The scope of the 
legislative proposals | am about to present goes far beyond the scope 
of the War Damage Corporation of World War II because the assump- 
tions we have used go far beyond the assumptions of limited damage 
and individual responsibility for self-protection which underlay the 
establishment of that agency. 

[ would like to reiterate the statement I made to this subcommittee 
on April 25, that the assumptions used in World War II are no longer 
applicable. It is true with respect to the measures we are now taking 
to insure our international security; it should be equally true with 
respect to measures to provide for our internal security and recovery 
in the event of attack. 

With the lessons of Hiroshima, Bikini, and Frenchman’s Flat, it 
would be shortsighted to develop essential domestic measures on the 
basis of ‘buzz bomb” or “‘block buster” thinking 

Before discussing proposals for meeting the threat of civilian war 
damage, therefore, I think it is important that I explain to the mem- 
bers of this subcommittee the assumptions on which these proposals 
are based. 

Our first assumption is that an enemy attack, if successful, is 
capable of visiting upon us destruction and devastation such as we 
have never known before. The damage to an American city within 
a few seconds could very easily exceed the total bomb damage inflicted 
upon any European city during World War IL. 

The explosive force of one A-bomb is as great as the total explosive 
force of all the bombs and rockets which fell on Britain during the 
six terrible years of World War II. 

In enacting comprehensive civil-defense legislation, the Congress 
itself has already recognized the fact that new and sweeping measures 
are essential if we are to prepare to meet a danger of internal damage 
far greater than ever known before. 

The Civil Defense Act provides for the immediate defensive and 
restorative measures necessary in the event of attack. However, we 
have not as yet enacted measures which complement civil-defense 
legislation by providing the Federal Government with the broad 
authority required to meet the longer range disaster needs of large 
segments of the population—needs which would arise from loss of 
property and of sources of livelihood, from death and injuries, and 
from the disruption of social and industrial organization. 

As long as the danger of war damage exists, it is essential that 
measures be adopted to meet these civilian needs. In our judgment 
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it is not sufficient to think solely in terms of the protection of property 

and then only on a selective and voluntary basis. Neither is jit 
realistic to protect only certain sources of family i income, or to attempt 
to distinguish between casualties occurring at work or at home 

Legislation should be broad enough to meet the essential human 
needs which would arise from large-scale destruction, bringing with it 
vast damage to private and public property and physical, social, and 
economic disruption. 

In developing legislative proposals for the consideration of this 
subcommittee, therefore, we have assumed that successful and 
widespread attack could disrupt life in one or more American com- 
munities. We have further assumed that enemy action would not 
necessarily be limited to a single attack, but that it could recur in the 
same or different areas over an extended period of time. 

Our second assumption is that the resources of peacetime insurance 
and compensation systems, designed as they are to protect against 
normal risks, cannot meet the overwhelming needs of a population 
suffering from the impact of today’s destructive weapons. In my 
judgment, we would be making a tragic mistake if we assumed that 
an atomic attack differs only in minor degree from a Texas City or 
South Amboy disaster and that the needs of a population could be 
met through reliance on peacetime methods for protecting against loss 
of life and property. 

Over the years, through the initiative of private enterprise and 
governmental programs, complex and relatively comprehensive 
systems of insurance and compensation have been developed. These 
systems are based on assessable or measurable risks. The limits of 
their potential liabilities are known and provided for. No man, 
however, can express in actuarial tables the risk inherent in atomic 
weapons held by an unfriendly power. Nor can any man predict the 
potential limits to the loss of life and property. 

In our judgment, any attempt to apply the insurance principle to 
meet war-damage needs is unrealistic for a number of reasons: 

1. If premium rates were held low enough to be attractive, they 
might not cover losses. In this case the police: ‘yholder would either be 
misled as to the amount of protection he really has or the Government 
would be forced to contribute substantially to the cost of meeting 
the liabilities. A single atomic explosion over a major American city 
could cause property damage alone equal to 5 or 10 times the $250 
million in premiums collected by the War Damage Corporation 
dur ng World War II. 

2. If premium rates were set sufficiently high to accumulate a 
substantial fund they might be prohibitive. Under the circumstances, 
the only property owners who would take out insurance voluntarily 
would be those who believed their property to be in critical target 
areas. As a result, a burden, that is really a responsibility of the 
entire Nation, would be concentrated inequitably on part of the 
population. We would thus face the paradox of urging industry and 
workers on the one hand to remain in vital defense production areas 
and on the other of requiring them to pay prohibitive rates for the 
protection of their plants and homes. 

If the Government were to underwrite the potential liabilities of 
all of the various types of insurance and compensation systems, this 
would constitute an indefinite and unlimited advance commitment. 
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This would deprive the Government of the freedom of action necessary 
to meet urgent needs. 

4. Insurance is selective. If the Government contribution were 
to become the major source of funds for the settlement of claims, it 
would be extremely difficult to justify not providing compensation 
to those people who, for whatever reason, had failed to take out 
insurance. The Government would, therefore, be placed in the posi- 
tion of operating two systems, one a selective one for the holders 
of insurance, and the other a general program to meet economic needs 
not covered by insurance. 

There is a wide range of national needs which cannot be met 
through any type of insurance system. Chief among these are the 
urgent requirements for immediate interim restoration and rehabili- 
tation of essential services and facilities. These are pressing human 
and social needs which cannot depend upon, or wait for, a host of 
individual decisions on claims or payments. 

Furthermore, we have assumed that any war damage legislation 
should help to preserve and protect our peacetime systems of com- 
pensation and insurance. It can do this best by insulating these 
systems from the imponderable liabilities of warfare—rather than by 
making them a vehicle for meeting the demands of severe social and 
economic dislocation. 

The proposals we are making, therefore, are designed to protect 
the rights of peacetime beneficiaries to our public and private benefit 
systems even In wartime and to recognize that war damage constitutes 
a separable and special responsibility of the Government to be met 
by special measures. The administrative mechanisms of these peace- 
time systems can be of great aid in meeting emergency needs. We 
propose to use these administrative mechanisms whenever possible, 
but we do not believe that during a period of enemy attack the funds 
required to meet normal liabilities should be diverted to meet the 
potential load of war damage. 

Our third assumption is that the Federal Government, in time of a 
national emergency, cannot avoid responsibilities for meeting the 
essential needs of the entire population. If this country were at- 
tacked, the costs of the necessary measures would be great, The 
impact might be concentrated or it might be widespread, but it would 
not be uniform. Those civilians who are most exposed to the physical 
hazards of enemy attack should not be required to assume an undue 
share of the economic burden. The burdens would be too great for the 
affected State and local governments alone. 

Restoration and rehabilitation of property and the maintenance of 
income should be financed to the extent that there is a national 
responsibility from the general revenues of the Federal Government, 
in the light of our available resources as a nation. 

Our fourth assumption is that it is not desirable to enact in advance 
detailed legislation prescribing an organizational blueprint for copmg 
with civilian war damage. The need today is for flexible authority 
to meet whatever situation might arise. The Government, therefore, 
should have stand-by authority adequate for an extreme emergency, 
vet not cumbersome, costly, or subject to misuse if the attack never 
comes. 

The authority should permit limited actions in the event of small 
damage and drastic action in the event of catastrophe. It should be 
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contingent authority, to be exercised only if hostilities are imminent or 
actual. No immediate program activity or expenditures should be 
authorized beyond those required for certain small-scale preparatory 
measures. Furthermore, existing administrative organizations and 
systems should be used to the fullest extent possible so as to reduce 
costs, conserve manpower, and preserve flexibility. 

I have spoken at some length on the assumptions underlying our 
legislative proposals since, in my judgment, an underst: anding of the 
assumptions is essential to a discussion of the specific proposals. 

Our recommendations are designed to meet three general categories 
of problems. These are covered by three titles of the draft bill : 
follows: 

Interim restoration and rehabilitation of essential community 
services and industrial activities: As I pointed out earlier, civil-defense 
legislation provides for immediate defensive and restorative measures 
that would be necessary in the face of enemy attack. The civil defense 
job is essentially one of reducing casualties and restoring order. It 
should be recognized that we would face tremendous problems beyond 
the immediate restoration of order, however. The damage to produc- 
tive capacity would have to be assessed and extent of restoration 
determined in the light of essential production requirements. Hous- 
ing, community facilities and community services would have to be 
provided for an indefinite period to sustain the working population. 

Maintenance of income for civilians and the protection of income 
rights: After the restoration of order, it would be necessary to provide 
a limited amount of income for the injured, the families of wage 
earners Who have been killed, and for others whose source of income 
has been destroyed. Title I] of the bill would authorize the President 
to take steps to establish an emergency system of income benefits and 
assistance for the duration of hostilities and to take measures to pre- 
tect, if necessary, the solvency of public and private insurance systems 
against the impact of war-incurred liabilities. 

Compensation for property damage: At the conclusion of 
hostilities it will become possible to assess the total damage to property 
and to provide compensation for both private and public property 
destroved or damaged. Title III would authorize programs of com- 
pensation under specific formulae and within a predetermined limita- 
tion of Federal liability 

Before discussing the detailed provisions of these titles, I would 
like to mention two other aspects of the war-damage problem. 

First, we have attempted to limit our recommendations to those 
problems and needs which arise directly from the impact of an attack 
upon civilian life, but even in this area legal complications are so 
many and so intricate and the magnitude of the needs so uncertain 
that our proposals necessarily deal with only part of the subject. 
For example, we have not formulated recommendations for expediting 
the many probate proceedings that might clog our judicial system in 
the event of widespread war casualties, nor have we attempted to deal 
with the great variety of individual and commercial contractual 
relationships that might be thrown into a state of confusion by the 
disruption of orderly economic activities and social processes. On the 
other hand, we believe that our proposals deal with basic types of 
problems for which the major responsibility of the Federal Government 
is evident and would be inescapable. 
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Second, there is the question of the urgency of such legislation at 
this time. In this connection, I would like to call the subcommittee’s 
attention to the fact that last year the Congress enacted, for the first 
time, comprehensive relief legislation for peacetime disasters. In 
doing so, it recognized that while it was not possible to predict when 
or where civilian disaster would strike, it was essential that stand-by 
authority be enacted to permit necessary Federal action. Certainly 
the same considerations apply in the case of war-damage legislation. 
As the President has stated many times, we face a long period of world 
tension and international danger. It is only prudent that we have 
stand-by authority for dealing with the effects of enemy attack. 

Furthermore, enactment of war-damage legislation at this time 
would provide the people of the Nation with a positive measure of 
assurance that in the event of attack, the Federal Government is pre- 
pared to assume necessary responsibility for providing interim restora- 
tion and rehabilitation, for aiding individuals in distress, and for 
indemnifying owners of damaged property. 

I turn now to a discussion of the individual recommendations con- 
tained in the draft legislation. 

In developing this legislation, the Bureau of the Budget has worked 
closely with other interested Federal agencies and has received 
extensive staff assistance from them, both in the development of the 
basic approach to the problem and in the drafting of the bill itself. 

Earlier drafts of the legislation have been circulated to the agencies 
for their formal comments. On the whole there seems to be general 
agreement among the Federal agencies that the approach here is the 
sound one. Furthermore, the detailed comments and suggestions of 
the agencies have, in many cases, been incorporated in this bill. 
Time has not permitted, however, the full resolution of all agency 
suggestions. 

lt is recognized that there are many issues raised in the legislation 
which will be of major interest to State and local governments and to 
private groups. For these reasons, the committee may wish to have 
the views of the Federal agencies as well as those of others concerned 
with this legislation. 

I might just say here, Mr. Chairman, on a subject of this kind where 
we have so little background and so little experience, and no experience 
to deal with a problem of this kind, that there has necessarily and I 
think inevitably been a great deal of discussion and a great variety 
of suggestions as to specifics to deal with this problem. 

But I believe in general the comprehensive approach that we are 
suggesting here has met with the general approval of all of the agencies 
whom we have consulted on this legislation. 

Now, we have prepared here, Mr. ‘Chairman, a rather detailed state- 
ment covering each of the three substantive titles of this bill. 

It had been our view that it would perhaps be best to read those as 
being the most advantageous method of really presenting the specifics 
of this proposition to the subcommittee. 

Senator Frear. I believe it would be appropriate to proceed 
that way. Please do so. 

Mr. Sraats. I believe that you all have a copy of the draft bill 
before you, if you care to follow that also. 

The first title is under the heading of ‘Restoration and rehabilita- 
tion.” 
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Title I of the bill provides the authority needed to enable the Federal] 
Government effectively to assist in the interim restoration of com- 
munity facilities, community services, and essential production in 
war-damaged communities. It will enable the Federal Government to 
employ a number of direct measures to deal with the disorganization 
of community life and the disruption of vital production which will 
frequently remain after the conclusion of emergency civil-defense 
operations. 

By specifying that in the event of severe damage resulting from an 
attack, the President may take a wide variety of restorative actions 
along the lines indicated in the legislation, the title will fill a serious 
gap in existing legislative authority. 

Specifically, the President would be authorized to furnish assist- 
ance to State and local governments by making available Federal 
property and personnel, by making loans, grants, or advances to 
State and local governments or, if necessary, by providing for direct 
Federal repair and restoration of damaged and destroved facilities. 
He would also be authorized to make loans, grants, or advances to 
private persons or organizations for restoration and repair and, in 
the event that these measures do not suffice, to take direct Federal 
action to repair any industrial facility essential to the national 
defense. 

These authorities are required to assure that the Nation will be 
able to minimize the effects of enemy attack and keep its communi- 
ties functioning as productive units. 

The civil-defense program as authorized by the Federal Civil De- 
fense Act of 1950 is aimed primarily toward reducing loss of life and 
property damage during and after an attack. In support of this 
objective, civil-defense authorities will carry on such immediate post- 
disaster operations as fire fighting; rescue of survivors; emergency 
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health, medical and sanitary services; monitoring for radioactive con- 
tavination; emergency repair of vital facilities; and the feeding and 
shelter of the affected population. Once, however, the regular au- 
thorities resume command of the situation, each war-damaged com- 
munity must undertake the longer range job of restoring the local 
facilities and services to a reasonably normal level for the remainder 
of the period of hostilities. 

The mobilization and procurement agencies of the Federal Gov- 
ernment must also turn to the task of getting damaged productive 
facilities back into operation to the extent necessary to sustain the 
war effort. Many of the things which must be done to get essentia! 
production restored quickly ‘annot be done under the Federal Civil 
Defense Act. The Defense Production Act, designed as it is for the 
present stage of mobilization, likewise is inadequate to cope with the 
problems of wartime defense-plant restoration. 

The problem of water supply affords one small, but important, il- 
lustration of the role of the interim restoration programs. In the 
period of disorganization immediately following an attack, the civil- 
defense authorities would bring water into the area by tank cars or 
trucks or through makeshift repairs of .the damaged distribution 
system. However, the quantity of water eventually necessary to 
supply the remaining population and to support essential production 
might be much greater than that required to sustain life during the 
civil-defense emergency. Extensive repair of reservoirs, purification 
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facilities, and water mains could easily require months, in spite of 
the fact that this restoration might still fall far short of ultimate re- 
quirements. With respect to virtually every other community need 
there will be a similar distinction between the immediate emergency 
civil-defense measures and the longer-range restoration activities 
authorized by title 1. 

In the field of defense production the civil-defense measures would 
prevent destruction of remaining plants by extinguishing fires and 
might facilitate resumption of operations by preventing unncessary 
scattering of the work force during the days immediately succeeding 
the disaster. Soon, however, basic decisions would have to be made 
as to which plants should be repaired, how much interim restoration 
should be attempted, and what would be needed to get the facilities 
back into operation. This job is also one which would extend over a 
number of months and which goes far beyond the civil-defense program 
as it is now contemplated. 

The availability of the authority to undertake interim restoration 
and rehabilitation activities will also free civil-defense personnel to 
perform their special functions. 

It would be the objective of the activities carried on under this title 
to bring about the revival of community life and essential production 
with the minimum possible consumption of scarce materials and man- 
power. This means that repairs would be limited to those absolutely 
essential to make dwellings livable, community facilities operative, or 
defense installations productive. War-devastated communities would 
in many cases have to get along for the duration of hostilities with a 
a level of services considerably inferior to that existing prior to the 
attack. 

In exercising the authority granted in this title the President would 
be required to make the maximum possible use of state, local, and pri- 
vate organizations. With respect to community facilities and services, 
for example, every effort will be made to help the State and loc -al 
governments to perform the restoration and rehabilitation job. Direct 
Federal action would be permitted only if State and local authorities 
are unable to carry out some vital part of the program. With respect 
to the —_ and reconstruction of essential productive facilities, the 
Federal Government will rely primarily upon private owners and 
managers and will provide materials and financial assistance. In the 
event these measures are insufficient to revive essential production 
the Government could requisition damaged properties or arrange for 
their repair and operation. Owners of condemned property are to be 
equitably compensated under a procedure specified in the legislation. 

In closing my discussion of title I, I should like to reemphasize the 
stand-by character of this legislation. Except for limited authority 
for essential planning and preparatory activities prior to the outbreak 
of hostilities, the powers vested in the President can be exercised only 
after a finding by him that the community has been so damaged by 
enemy action as to require special Federal efforts to restore community 
life or essential production. Once communities are ee dasa result 
of war damage, the authorities available are quite broad; but I cannot 
conceive of how we can deal successfully with the devastation of 
atomic attack without Federal Government action of the sort con- 
templated in this title. 
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Turning now to title II, dealing with income maintenance, title I] 
would authorize the President to institute a system of financial aid to 
those civilians who are in distress by reason of enemy attacks upon 
this country, and would authorize him under emergency circumstances 
to take action to protect certain income rights which might otherwise 
be jeopardized. 

Like the restoration and rehabilitation provisions of title I, the 
income-maintenance provisions contained in this title are designed 
to meet interim needs beyond the scope of civil-defense operations. 

The need for this title arises from the fact that an enemy attack 
could wipe out the available financial resources and the livelihood of 
a large segment of the population affected. 

The financial distress would be of varying duration and intensity. 
At the outset, until there had been an opportunity to assess individual 
needs and claims and to fit them into a systematic pattern, a system 
of public-assistance payments probably will be necessary, similar to 
the peacetime Federal-State program. State and local governments 
would be expected to continue to meet their share of normal peacetime 
public-assistance costs. 

In addition to contributing its share of peacetime costs, however, 
it is anticipated that the Federal Government would contribute the 
full extra cost of providing assistance payments to war-caused cases. 
The objective would be to move people out of the group receiving 
interim assistance payments as soon as possible, either because 
employment or other financial resources have become available to 
them or because they are entitled to benefits on some other basis. 

Some of the victims of war disaster would continue to need assistance 
payments because they lacked adequate resources of their own. But 
there would be another group consisting primarily of civilians who 
sustain injuries and the dependents of civilians who die as a result of 
enemy action, and for this group a system of continuing benefits 
should be provided, not on the basis of assistance, but rather as a 
regular source of income during the period of emergency or longer. 

Title 11 authorizes these special wartime assistance and benefit 
systems. Before instituting a program, the President would be 
required to consider such factors as the magnitude of the disaster, 
the abiJity of public and private insurance and compensation systems 
to cope with it, the availability of other public and private resouces, 
and the need for Federal aid to maintain civilian morale or sustain 
the economy. 

The bill also authorizes the President to impose a moratorium on 
any public or private insurance, retirement, or compensation system 
with respect to obligations which might arise from war causes, at times 
when or in areas where war damage has been heavy or the danger of 
such damage is imminent. The purpose is to allow all such systems 
and contracts to continue in operation with respect to their normal 
risks, and to preserve the rights and interests of the normal peacetime 
beneficiaries. Before imposing a moratorium on any system, the 
President must determine that such action is necessary to preserve the 
interests of the beneficiaries or the solvency of the system. Potential 
beneficiaries whose receipt of insurance payments was postponed by a 
moratorium would be entitled to war-disaster benefit payments author- 
ized by the bill. 
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It has been pointed out earlier that all these systems of financial 
protection were established, and their premium or contribution rates 
set, without reference to the contingency of atomic attack. The ac- 
tuarial calculations on which they are based do not reflect that pos- 
sibility. As a result, a war disaster, if severe and protracted, could 
bankrupt existing systems of public and private insurance, so that the 
Government, sooner or later, would have to stand behind these funds. 

If the general taxpayer were to stand behind these funds it would 
be extremely difficult to justify a denial of benefits to the many people, 
who, for whatever reasons, had not qualified for insurance or other 
benefits under existing systems. Accordingly it seems preferable, in 
the event of large casualties, to relieve existing systems of excessive 
liability, at least during the period of continued uncertainty, by pro- 
claiming a moratorium on war-caused obligations and providing a sub- 
stitute form of income maintenance, general in its application. 

Emergency authority, therefore, should be available in the Federal 
Government to postpone settlements for war-caused claims, if neces- 
sary, until the whole situation can be assessed. Under the bill, a 
moratorium could not apply to payments on account of normal an 
of either public or private systems. Furthermore, even for the war- 
caused risks, the President could declare a moratorium only at the time 
when he had put into operation the program of benefits which the bill 
authorizes. 

In the case of any person qualifying for Federal wartime benefits 
by reason of a moratorium, the Federal Government would succeed 
to his rights under his insurance contracts to the extent of benefits paid 
to him. 

The bill treats separately the workmen’s compensation systems of 
the States and the Federal Government because of their different status 
in relation to Federal legislation. Some of the State courts probably 
would hold that the insured risks under workmen’s compensation laws 
of their States do not include injuries or deaths resulting from hostili- 
ties. 

To the extent that workmen’s compensation insurers were held 
liable, however, their financial strength would be jeopardized. This 
would affect their ability to meet both war-incurred liabilities and their 
present liabilities to those already receiving benefits, including some 
who are completely dependent upon them. 

Furthermore, it does not seem reasonable to make the arbitrary 
distinction involved in providing workmen’s compensation for those 
employees killed by a bombing attack during working hours while 
providing a different system of war benefits for people killed away 
from work. A more equitable and logical solution would appear to 
be for both the Federal Government and each State to amend its own 
workmen's compensation law so as to assure freedom from liability in 
cases of war-caused injuries or deaths. This is the solution which the 
bill proposes for the Federal employees’ compensation system when- 
ever a benefit program under this act has been established. With 
respect to the State systems, however, the President would be given 
temporary authority to relieve them from liability for war-caused 
claims for a period ending 6 months after the next regular sessions of 
the State legislatures and to pay Federal benefits during that period. 

While there is a constitutional question whether the Congress can, 
in effect, amend State workmen’s compensation laws, the suggested 
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provision would at least make this question a transitory one. This 
legislation should encourage the States to modify their laws so as to 
exclude war-caused deaths and injuries from workmen’s compensation 
coverage. 

The “problem of providing compensation for volunteer civil-defense 
workers killed or injured on duty is dealt with in some of the bills 
now before your subcommittee. In my testimony last April, I 
expressed the view that the Federal Government should assume entire 
responsibility for benefits for civil-defense workers killed or injured as 
a result of enemy action. ‘Title II contains a section which would 
amend the Civil Defense Act to provide authority for grants to assist 
the States in providing compensation for v olunteer civil-defense 
workers killed or injured while training or on duty prior to an attack. 
Civil-defense workers killed or injured through war causes would be 
covered under the program of benefits proposed for civilian-war 
casualties generally. 

For the operation of this title, as in the preceding one, maximum 
reliance would be placed upon existing Federal agencies or upon State 
and local government organizations. Thus, the assistance payments 
would presumably be made through the preexisting machinery of the 
peacetime public assistance system. Similarly, since benefits for 
surviving dependents of deceased persons would resemble the sur- 
vivors’ payments under peacetime old-age and survivors insurance, 
it might be feasible to pay them through the OASI offices. 

Benefit payments for civilians permanently disabled by war causes 
might be paid through either the OASI mechanism or through the 
State public-assistance systems. In case of war-caused temporary 
disability extending beyond the immediate postdisaster period, tem- 
porary benefits might be provided through (1) either the unemploy- 
ment-compensation system of each State, or, if this arrangement is 
not feasible in any particular State, through that State’s public- 
assistance system, or (2) the OASI administrative system. 

All the assistance and benefit payments would be subject to any 
particular time to administrative or congressional determination. 
There would be no legal obligation on the part of the Government 
to make or continue the payments and no individual contractual 
right to receive them, such as there is under an insurance system. 

Turning now to the last substantive title of the bill, title ITI, 
dealing with property indemnity, title III of the draft legislation 
prov ides for a program of property indemnification designed to assure 
owners that, within certain specified limits, the F« .deral Government 
intends to compensate for property damaged or destroyed as a result 
of enemy action. 

The proposals contained in this section of the bill are designed to 
avoid the difficulties noted earlier which would be involved either in 
a relatively small Federal insurance program or in the advance assump- 
tion by the Federal Government of an unlimited commitment to 
compensate for war damage to property. 

At the same time, it contains provisions which should assure prop- 
erty owners throughout the country that if the total amount of dam- 
age is not too great, those who suffer loss can look to the Federal 
Government for a substantial measure of indemnification. By adopt- 
ing an indemnity approach to property damage this title eliminates 
the problem of establishing premium rates without knowledge of the 
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risks involved, the funds necessary to meet liabilities, or the period 
available to accumulate them. 

Specifically, title ILI would authorize the creation of a War Damage 
Administration which would be responsible in the event of enemy 
attack, for receiving, settling, and paying claims arising from loss, 
destruction, or damage to private property in the United States, its 
Territories and possessions. The payments would not be made until 
the President has declared that the danger of substantial war-caused 
damage has abated. 

In preparation for handling claims the Administration would carry 
on limited planning and would take essential steps to provide for the 
adequate preservation of records on property, including costs, values, 
and ownership. A War Damage Appeal Board would also be pro- 
vided, to hear the appeal of any claimant from the settlement deter- 
mined by the Administrator of the War Damage Administration 

In addition, title III includes provisions authorizing the President 
to aid State and local governments in the reconstruction and repair 
of their properties. The administrative arrangements for this pur- 
pose are left open, but specific limitations and policy guides are in- 
cluded in the bill. 

An adequate and realistic indemnity program for property pre- 
supposes a definite answer to the question, What is a reasonable lia- 
bility for the Government to assume in advance? 

The bill would authorize appropriations of $20 billion for the in- 
demnification of private owners of property de stroyed or damaged by 
enemy action, and $2 billion for the reconstruction and repair of the 
property of State and local governments. 

Such figures are necessarily arbitrary. It is impossible to estimate 
what fiscal resources would be available to the Government after 
hostilities or what other urgent demands would have to be met at 
that time. The amounts chosen would serve to assure property 
owners that, even in the event of fairly substantial damage, they can 
expect ample compensation, without involving an unlimited or un- 
manageable commitment on the part of the Federal Government. 

The amounts are considerably less than the current annual expendi- 
tures for private and public construction and represent perhaps 3 to 
4 percent of the total value of all eligible property. If the total dam- 
age proved to be substantially greater, but still within manageable 
fiscal limits in the postwar period, the Congress at that time might 
decide to increase the authorized total. 

The bill would authorize payment of not more than 90 percent of 
the value of any approved claim for damage to private property. To 
simplify administration and avoid a multitude of small claims, a 
“loss deductible’ rule of $100 would be applied in all cases. This 
means that the payment on a $5,000 claim, for example, would be 
$4,410—90 percent of $4,900. Roughly the system for indemnifying 
private-property owners would operate in the following way: All ap- 
proved claims below $5,000 and the first. $5,000 of all larger claims 
less 10 percent in each case—would be paid first. If the total re- 
maining claims exceed the unused portion of the $20 billion, the pay- 
ments would be reduced by prorating the remaining funds. 

The private-property indemnity is the only part of this bill for 
which authority would be vested at the outset in an official other than 
the President. This is because the indemnity program requires defi- 
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nite preattack preparations, such as the preservation of property 
records and the preparation of manuals to guide future property 
valuations and payments. The outlines of the nec essary organiza- 
tion can be clearly defined. The preparatory organization would be 
small; it should not need to be expanded until damage had occurred. 
Likewise, the War Damage Appeal Board would not be appointed 
until the Administrator has begun to consider and approve claims for 
actual damage. 

The Appeal Board’s findings would be conclusive and not referrable 
to any court. This provision is designed to free the courts from what 
could amount to an overwhelming task and to permit the expeditious 
handling of many claims whose urgency might be great. Since 
indemnities would not be a matter of contractual right but would be a 
grant by the Federal Government, the prohibition on appeals.to the 
courts 1s appropriate. 

Payments to State and local governments would be subject to a 
maximum limitation of 75 percent of the estimated cost of replacing 
or restoring damaged public property. The percentage to be paid 
by the Federal Government would be determined for each State or 
local government in the light of the relative total damage suffered 
by the governmental entity involved, the sufficiency of the fiscal 
resources remaining to it, and other re evant factors. The availability 
of other Federal aid would be taken into account. 

Moreover, the title provides for a fund of $500 million available for 
loans to State or local governments which lack resources to pay their 
portion of the replacement or restoration costs. 

Now, Mr. Chairman, Title 1V—General Provisions largely goes into 
the questions of administration. 

The draft bill contains, in title IV, definitions and other general 
provisions basic to the three substantive titles. I should like par- 
ticularly to call the attention of the subcommittee to the first two 
definitions, relating to ‘“‘war-caused damage, injury, death, or loss,” 
and “hostile or warlike action.” All the authority proposed in the 
legislation, other than limited preparatory measures, hinges upon 
the occurrence or the imminence of the damages and actions covered 
in these definitions. 

Title 1V includes provision for dealing with fraudulent claims, for 
employing personnel and utilizing the services of existing Federal 
agencies, for delegation of authority by the President, and for obtain- 
ing supplies and services on an emergency basis if necessary. for the 
purposes of restoration and rehabilitation and of income maintenance. 
It authorizes the conduct of administrative hearings and investigations, 
provides for requiring necessary evidence, and limits claims for legal 
and other similar services which may be-rendered to claimants under 
the act. 

With the exception of indemnities for private-property owners, all 
administrative authority under the bill is vested in the President. 
This arrangement is necessary because the conditions under which 
operations would be carried on are so unpredictable that the adminis- 
trative organization should not be fixed at this time. The bill calls 
for maximum reliance upon existing Federal departments and agencies. 

In order to assure adequate planning i in advance of the necessity 
to exercise authority conferred by this legislation, the President is 
directed to prepare necessary plans and programs ‘and to undertake 
needed preparatory activities. 
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The President would be required to report to the Congress from 
time to time on the progress of these plans, operations, and programs, 
and on their general nature. 

That concludes the statement, Mr. Chairman. 

Senator Frrar. I have just a few questions here, Mr. Staats, that 
I have noted here after this brief examination of your statement. 

First, while you note that private insurance systems may not be 
able to stand the financial strain of large scale attacks, do you not 
believe that the time-proven administrative ee of the 
private insurance companies can be used to advantage in dealing 
with such attacks? These mechanisms may need to be iat aha d in 
the case of serious bombings but they form a hard core for handling 
these matters, just as they did in World War II; do they not? 

Mr. Staats. I think that I would agree with that statement, Mr. 
Chairman. The principle that we have attempted to follow here is, 
we feel, a sound one from the point of view of complete coverage for 
the people who might happen to be in an attack area. 

For reasons we have set forth here, it seems to us the situation we 
would face in the event that we had to have this kind of authority 
available to us would be quite a different situation than we faced in 
the last war. 

Senator Frear. But even this proposed bill that you have pre- 
sented it does not eliminate the use of the administrative facilities 
of private insurance? 

Mr. Sraats. It specifically includes it in section 302 of the bill. 

Senator Frear. It does not make it mandatory, however; does it? 

Mr. Sraats. That is right; it is permissive, Mr. Chairman. 

Senator Frear. While the degree of destruction of an A-bomb 
may be greater, the type of damage would be the same as that which 
private insurance companies deal with daily, would it not? 

Mr. Staats. The types of property damage, let us say, would be 
the same, except for the aspects which go to the civilian-defense 
problems really, rather than to this problem. But in terms of the 
indemnification and in terms of the restoration, what you say is 
largely true. 

The thing that we would like to emphasize, however, in relation 
to the question that you have raised, is that it is the magnitide of 
A-bomb damage rather than the kind of damage, which creates 
problems of valuation of what the damage is, and what is needed to 
restore that property. 

[t is the magnitude and scope of the damage that is involved, lups 
the fact that it is all inclusive as far as the community is concerned, 
assuming that the bomb has dropped on its objective. 

Senator Frear. Your statement in answer to that question was in 
regard to property damage. Now, how about casualties? Do not 
the insurance companies now have annuities and other types of 
insurance which would make them capable of administering this 
type of program? 

Mr. Sraarts. In terms of administrative machinery which could be 
employed, I think that is correct. 

It has been our view, however, here in this bill, that probably the 
preferable way of administering the program of payments of this 
kind would be through the national system which has already been 
set up for that purpose, utilizing the Federal and State and local 
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machinery which is already designed for that purpose, both for pay- 
ment which would be provided under this bill for people who are 
killed, and also for the compensation that would be required for 
people who had lost their income, either because the factory which 
had been their source of income had been destroyed, or because of 
their inability to cqntinue to work. 

Senator Frear. What would be your objection to making it manda- 
tory to utilize the present administrative facilities of the present 
insurance companies? 

Mr. Sraats. There are a great many of them and they are not 
all-inclusive in terms of that machinery. One of the difficulties ] 
think involved in that would be knowing in advance what arrange- 
ments could be made for an attack on a particular location, whether 
that be Detroit or Pittsburgh or San Diego or any other particular 
location in this country. 

Senator Frear. Of course we here have been going on a lot of 
assumptions, just as you have had to go on a lot of assumptions in 
this bill. 

[It could be assumed, however, that in legislation of this type which 
we hope will receive the serious consideration it deserves, the Federal 
Government would in its planning stage determine or attempt to 
determine this question we have just been talking about here as to 
the available facilities for insurance in Detroit or other parts; that 
may not be all-inclusive or the entire job in any area. 

Mr. Sraats. We would certainly agree that particular possibility 
should be explored and studied. In the time we have had to develop 
this problem we have obviously not had an opportunity to discuss 
this problem with people outside the Government; that is, private 
groups, and others. 

But it had occurred to us, in developing this bill, we did envisage 
an extension of a Nation-wide system like OASIT, and like the local 
and State compensation systems which could be brought into play 
and utilized for this purpose if the need arose. 

But to answer your question specifically, I do not see any objection 
certainly to exploring the possibility in terms of whether or not it 
would be an administratively sound way to deal with this problem. 

Senator Frear. I want to assure you at this point that this com- 
mittee has great respect for you gentlemen who have gone into this 
as far as time would permit. We realize that the time at your dis- 
posal has been short and I do not think that we expect you to cover 
every phase of the operation to envisage what may happen. 

So I would stress that these questions are just an attempt to get 
for the record some basis on which we may have action later on. 

So these questions, I assure you, are in no way intended to em- 
barrass you or to indicate any lack of confidence in the Bureau or the 
other agencies at all. 

Senator Scuorpren. Mr. Staats, | am going to read your statement 
this morning very carefully. I recall your previous appearance 
before this subcommittee when you did indicate that you would sub- 
mit some further material for the consideration of the subcommittee, 
and this is it. 

This is quite an involved question and I do suppose in all fairness 
and frankness we will have to have Mr. Staats before us again before 
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we finally make determinations on this matter, after we have had an 
opportunity to study his statement. 

Senator Frear. Yes, indeed. As far as the subcommittee is con- 
cerned, we hope to have another committee meeting to make a deter- 
mination on this because obviously we cannot arrive at such a decision 
today. 

Mr. Sraats. I would like to reiterate what you have said on this 
point; it is a very complicated subject and I do not think we need 
tell the subcommittee that. 

After the subcommittee has had an opportunity to consider the 
bill, we would be only too hs appy to come be fore you again and answer 
any questions you may have or supply any information you may 
request. 

Senator Frear. Yes. However, after a hasty review of this bill 
there are certain questions that | would like to get in the record so 
that we may have your answers. Please bear in mind that we are 
only doing this to try to bring out full consideration of all of the 
problems that we may cas vet foresee. I know we cannot answer 
yet definitely those problems we cannot foresee but it may give us 
an advantage in our thinking if we are allowed to ask these questions 
now and get answers from you people who have done this work. 

Mr. Sraats. Certainly, Mr. Chairman. 

Senator Frear. You cite the disadvantages of too-low or too-high 
premium rates. Is there not a possible middle ground with the 
administering authority being empowered to borrow a specified added 
amount from the National Treasury in the event that premiums 
collected proved insufficient? 

For instance, along the lines of FDIC, do you have any basis for 
a decision of that type, or how you could make an in-between decision 
of not too high or not too low a rate? 

Mr. Sraars. J assume that what vou have in mind would be some- 
thing like the War Damage Corporation operating on an insurance 
principle with authority to borrow from the Treasury up to a certain 
amount of money to meet an obligation which it had not been able 
to foresee. 

Senator Frear. That is right. 

Mr. Sraats. Of course the payment would still have to be made, 
presumably if the individual had entered into a contract with the 
Government for a payment of that kind. 

| think the situation would still be basically the same as we have 
indicated in the statement—-such income would be selective. Every- 
body would not take out the insurance. The Federal Government 
would not only have to make up the deficieney in the premiums paid 
but in a situation where an entire city was visited with one of these 
attacks, the Federal Government would have to assume some responst- 
bility for all people in that area just as it protects all soldiers on the 
front. line. 

Senator Frear. Generally speaking the American people have faith 
in their Government, even though it is sometimes criticized for exces- 
sive expenditures and other things. There is still great faith in our 
Government here and the depositors in our banks have had faith 
and had to have faith when the FDIC was originated and I think 
that has proved very satisfactory. 
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This is perhaps a more expansive program but it occurs to me that 
it does run along parallel lines. There may be a few here and there 
that we may have to bypass; but generally, would you agree with that? 

Mr. Sraavs. I do not think that I would agree that the situation 
of the FDIC is a comparable situation to the one we are discussing 
here. I would like to have Mr. Reeve, of the Division of Fiscal 
Analysis, who is familiar with the operation of that system, to com- 
ment on that, if he may, 

Senator FrEAR.‘ We would be very happy to have your comments, 
sir. 

Mr. Reeve. My name is Joseph E. Reeve, of the Division of Fiscal 
Analysis. 

There are two major differences between Federal deposit insurance 
under the FDIC and war damage insurance. 

First, when the FDIC takes over a bank and pays off the depositors 
it acquires loans and other assets of the closed bank. These assets 
historically have been liquidated at somewhere around 90 percent 
of their value. Thus the FDIC can borrow from the Federal Govern- 
ment and repay the Government from the collections on those assets. 

The war damage insurance fund would have no comparable account 
from which to repay a Federal loan. 

Second, perhaps even more important, deposit insurance, by dis- 
couraging bank runs, has helped to prevent bank failures and deposit 
pay-offs. I do not think that we could describe war-damage insurance 
as a preventive of war damage. 

Senator Frear. No; I do not think we could predict when an 
A-bomb is coming or where it would fall, but the point I am stressing 
is that the people who were depositing in the banks were educated 
to the fact that there was a guaranty for their deposits and I think 
that the same principle, as I see it, has a parallel here. 

I admit that you perhaps do not see it that way; but briefly put, 
it is that the people can be educated to have faith in the Government 
of this country along the same lines that we have in this example of 
the FDIC, though as you say, it may not be strinctly comparable. 

There is, however, a line of thinking that could be a parallel at least, 
whether we agree on the way it should be accomplished or not. After 
all, the people of this country, whom we are trying to legislate for in 
a proper manner, are the ones who are affected directly. 

Mr. Sraats. Mr. Chairman, I think if there was any way we could 
see the possibility that you could deal with this problem effectively 
on an insurance basis, we would fully support that principle. But 
we are not interested nor anxious to get the Government into any 
more programs than it has to. We do feel very strongly, though, 
after very careful study of this problem—and on this point, | believe, 
there the feeling in the executive branch is virtually unanimous—that 
there is no way that you can foresee what the risks may be; and in 
the final analysis with an insurance system, the Federal Government 
would be making the payment out of the general tax revenues of the 
Government in any event. 

It would seem to us that the responsibility for dealing with such a 
situation as an atomic attack is one the general tax revenues should 
meet in the same way the general tax revenues meet the costs of civil 
defense or the cost of rearming this country or the cost of veterans’ 
benefits or any of these programs which deal with the national defense 
for all of the people. 
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Senator Frear. I can concur in your view that it is a matter of 
national defense, perhaps, but really the Government is the people 
of this country and the people of this country have sent us to Wash- 
ington to represent them, and whether they made a wise choice or 
an unwise choice is something that we will not attempt to debate at 
this moment. I would further state that the confidence of the mem- 
bers of this subcommittee in the Bureau and the agencies is not lacking 
and when it comes to cooperation from the Bureau and the agencies 
and the specialists in the Bureau of the Budget that has not been 
lacking either. 

We are not attempting to make a debate of this. We are only 
trying to get answers to questions which have arisen in our mind and 
it may be that we will find you sufficiently persuasive to agree that 
you are right all along the line. 

You have partially answered this next question, but I will restate it. 

Why do you feel it would be incumbent upon the Government to 
pay the claims of those who fail to participate in a voluntary insurance 
program? 

Does it do so in the field of Federal life insurance, for those who 
fail to pay their premiums? And does it fail to do so in the case of 
Federal insurance companies such as the Maritime Commission has? 

Mr. Sraats. Of course under the veterans’ life-insurance system 
under recently enacted legislation, the principle now followed is that 
the individual who is killed in combat automatically gets an indemnity 
and it is only after he is released from the service that he may par- 
ticipate in the insurance program. 

Senator FreAr. There is a distinction there between World War 
II veterans and Korean veterans and World War II veterans now 
fighting in Korea. 

Mr. Sraats. The change in the law was made since the Korean 
outbreak; and obviously indemnity payments would not apply to 
World War II veterans. 

Senator Frear. Why not use the insurance approach in those fields 
where it seems practicable, such as the field of property damage; that 
is to say, levy a premium. 

Mr. Sraats. We are dealing here again with the situation where 
there is no way I know of, or any one ‘else whom we have been able 
to consult on this, where you could in any sense set up an actuarial 
basis for charging premiums for an insurance system. We had no 
basis. 

The other side of this point is that we had no basis for it either in 
World War II. 

Senator Frear. But you did collect premiums? 

Mr. Sraats. We did collect $250 million premiums. 

Senator FreaAr. Was that an arbitrary figure? 

Mr. Sraats. It was arbitrary for quite a “different situation. 

Senator FREAR. So you think it is beyond the recommending of 
setting arbitrary figures? 

Mr. Staats. I think it is. 

Senator Frear. We have great reliance upon the ingenuity of the 
American people who, you know, can do almost anything. 

Mr. Sraats. I would like to point out the experience we went 
through in the Philippine War Damage Commission. I think that 
affords a great deal of experience that we can utilize in the current 
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situation. The main outline of the property-damage features of this 
proposal follow along the lines of that approach. 

Senator Frear. I think that we cannot accord too high praise to 
the Philippine War Damage Commission. I think that they did an 
exceptionally outstanding job. 

Mr. Staats. I would agree with you, sir. 

Senator Frear. In section 101 (c) on page 2 of the bill, and section 
102 on page 5, and that is the reference to which this question was 
made, is it not feasible to place some limits on the amount of grant 
to be given as compared with loans to be made? 

Mr. Staats. Mr. Dean will answer that question, Mr. Chairman. 

Senator Frear. Mr. Dean. 

Mr. Dean. I am Alan Dean of the Division of Administrative 
Management. 

The reason we have not tried to set proportionate requirements of 
grants and loans in advance is that we cannot foresee how completely 
incapable a given city might be to undertake its restoration work with 
its own financial resources. 

Clearly, if the whole city were demolished, the fiscal system of the 
city would go with it and in that situation it would be necessary for the 
Federal Government to recognize that the capacity of the city to 
repay loans in anything like the foreseeable future would be just out 
of the question. 

In instances in which the community is less seriously damaged and 
the fiscal basis of the city seems to be reasonably good the authority 
exists for sharing the cost by requiring the locality to pay as much as 
seems possible in view of the actual facts of the situation. 

Senator Frear. Well, we do not, and you do not, | must say, com- 
pletely eliminate the State in relation to its municipalities. I do not 
like to use the State of Pennsylvania as an example, but that is a sea- 
board State and if the city of Philadelphia’s financial condition were 
so disrupted, we have a large territory remaining within the State and 
the obligations within the State would appear to me to go along with 
the obligation of the Federal Government in restoring Philadelphia, 
for instance. 

Mr. Sraats. I might say on that, Mr. Chairman, it is not intended 
that this would automatically apply; that certainly the State of 
Pennsylvania’s resources in that case should be taken into account 
before the Federal Government enters into the situation. 

Senator Frear. They would be given due consideration before the 
Federal Government took steps; is that 1t? 

Mr. Sraats. The Federal Government’s participation should be as a 
last resort or a final resort in a situation of that kind. 

Senator Frear. The next question has a bearing on this. 

Should not the President’s right to repair and demolish local com- 
munities be conditioned on your getting some approval from local 
authorities? 

I think you said that is the intention. 

Mr. Sraats. As a practical matter, it would probably come in the 
form of a request from the governor for aid in a situation where the 
State did not have the ability to handle it. 

Senator Frear. In reading this section 2, it seems as though section 
2 left the discretion entirely with the President. 

Mr. Sraats. In the case of the peacetime civil-disaster bill, Public 
Law 875, last year, it was spelled out in the legislation. 
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Senator Frear. That is the bill commonly referred to as disaster 
relief? 

Mr. Sraats. Yes; primarily flood situations, hurricanes, and other 
peacetime-disaster operations. 

Senator Frear. If the Federal Government rebuilds a community 
facility, who has title to it, the Federal Government or the former 
owner? 

Mr. Sraatrs. Can you answer that, Mr. Dean? 

Mr. Dean. The act itself would grant the Federal Government the 
authority to construct and for the time being have title of a com- 
munity facility which was found necessary to carry on community 
life. 

The whole tenor of the bill and its intent, however, insofar as it is 
practicable, is to keep the facilities in the hands of the local govern- 
ments and to assist the State and local authorities to do the essential 
restoration. 

In this respect the bill is similar to the Lanham Act, and certain 
of the provisions of the defense-housing bill with which this committee 
is quite familiar, under which the Federal Government under certain 
extraordinary circumstances could build and have title to community 
facilities. 

Senator Frear. As a comparatively new legislator I have seen times 
when it was very easy for a State or a municipality to regain its control 
from the Federal Government in cases of property, and on the other 
hand I have seen many instances where it was very difficult to do it. 

So you can see why a legislator such as myself would be somewhat 
cautious in a matter such as this presently under consideration, 

Here is another question: Why are intangibles such as accounts 
receivable eliminated from the benefits of property-damage programs? 

Mr. Reeve. The general policy was to eliminate all intangibles. 
It was based in the first instance on the Philippine precedent under 
which such paper assets were excluded. 

I might say that we received staff assistance from Mr. Waring. 
His feeling was that it would be almost impossible to administer 
issuance of intangibles, because of the difficulty of proving that such 
pieces of paper existed. 

Senator Frear. For the information of the subcommittee I might 
say on this question of intangibles there are times when they are con- 
sidered far superior to the tangibles; and yet you say they are excluded 
specifically. 

Mr. Reeve. They are only representative of assets and the pre- 
sumption is that every claim for an asset would be established. 

Senator Frear. There are some fiscal agencies of the Federal 
Government that take into consideration accounts receivable very 
heavily at times. 

Mr. Reeve. That is right. 

Senator Frear. Why cannot Guam be added to the areas to which 
this bill is applicable? Was that intended by your bill? If 
not interpret it that way. 

Mr. Sraats. It is included in property indemnity, title IIT of the 
bill, I am told, Mr. Chairman. It is not included in the other two 
titles, on the restoration and on income maintenance 

Senator Frear. Do you have a particular reason for including it 
in title III and not in titles I and II? 
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Mr. Sraats. I cannot answer that. 

Can you answer that, Mr. Labovitz? 

Mr. Lasovirz. I am I. M. Labovitz, of the Division of Fiscal 
Analysis. 

I can make a partial answer. In part it was not included, as far as 
public properties and restorative measures were concerned, because 
possessions like Guam would have a special relationship in any event 
with the Federal Government. ; 

Senator Frear. You say it does have? 

Mr. Lasovirz. Yes; it does have. It has a special relationship to 
the Federal Government which would not exist in the case of a State 
or in some respects for a Territory, particularly in respect to private 
property in the Territory. 

The other point was uncertainty whether the benefits of assistance 
programs should be made operable in a place like Guam or in a place 
like the trust territories in the islands of the Pacific, and consequently 
a geographic limitation was adopted which may be a bit arbitrary in 
some of these problems. 

Senator Frear. Would you see too much objection to including it 
in titles I and II? 

Mr. Sraats. I do not believe there would be any strong feeling that 
we are aware of from any of the agencies as to its inclusion. 

We would be glad to check into that specific point a little further, 
if you would like us to do that, Mr. Chairman. 

Senator Frear. I admit that it is not one of the points of greater 
significance but some other of our legislative acts did go along the 
lines of Guam. 

On page 26, under (f), title IV, I think you specifically enumerate 
them in a geographical sense and Guam, I notice, is not included. 

However, as I say, that is not one of our major problems and I am 
sure Mr. Staats will give it consideration. 

Mr. Staats. We will be glad: to check on the point a little further 
in respect to the agencies of the executive branch which have responsi- 
bilities for the administration of those areas and supply the committee 
with a specific statement. 

Senator Frear. Do you recall offhand whether it was in the Civil 
Defense Act of last year or not? 

Mr. Staats. I think that they are excluded. I would have to 
check on that point. 

Senator Frear. We can pursue that later. 

What is the significance of the provision in section 102 (e), giving 
authority to the President, as you say, to utilize all existing legal 
authority to the fullest extent possible? 

Is it intended to urge him to use the power he now has before seeking 
to use the additional power granted by this bill? 

Mr. Sraats. I believe that is correct. 

Senator Frear. I have just a few more questions. 

Mr. Sraats. I am able now to answer your question on the Civil 
Defense Act, Mr. Chairman. 

Senator Frear. Please do. 

Mr. Staats. The provision involved in the Civil Defense Act is 
section 3 (f) which reads as follows: 


The term ‘‘United States or States’’ shall include the several States, the District 
of Columbia, the Territories, and the possessions of the United States. 
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Senator Frear. So that Guam would properly qualify as a posses- 
sion under that? 

Mr. Sraarts. Yes. 

Senator Frear. I have just a few more questions here. 

Is it not intended to subrogate the United States to claims against 
workmen’s compensation insurance, in section 206 on page 11 of the 
bill? As you know, it was done in section 204 on page 10. 

Mr. Larnovitz. Section 206 proceeds on the theory that the work- 
men’s compensation insurance would be excused from liability on 
war-caused claims so that there would be no rights established if that 
were effective to which the United States would be subrogated in that 
case. 

Senator Frear. Yes; and if a question arises, suppose they were 
not excused under State law; for I realize you are at least making an 
attempt to ask the State legislatures to go along; but in cases where 
they do not do that, we would have this proble m to solve. 

Mr. Larovirz. I think we can say in all candor we have not solved 
that in all cases. 

Senator Frear. If that were the case, should not the United States 
be subrogated? 

Mr. Lanovirz. Yes. Under the bill, the President would have the 
alternative of imposing a moratorium on State workmen’s compensa- 
tion systems even after his power to relieve them of war-caused lia- 
bilities expired. If a moratorium, under section 204, were imposed on 
State workmen’s compensation systems, the Federal Government 
would, of course, be subrogated to the rights of individuals for work- 
men’s compensation to the extent of benefits provided under section 
201 in the same way as would occur with any other moratorium. 

Senator Frear. How long a period do you want the War Damage 
Act to continue in existence? I note that there is no termination date 
in this. 

Mr. Sraats. I would like to make a statement on that general 
point, if I may, Mr. Chairman. 

Senator Frear. I am sure we would be glad to have it. 

Mr. Sraats. We recognize that this is a problem that should be 
reviewed carefully from time to time by the Congress and we would 
not want to suggest or propose any particular duration for action of 
this kind. 

We feel that the situation will change undoubtedly in time both as 
to need and in terms of the study which can be given to this problem 
over a period of time. 

We would therefore urge that provision be made whereby the 
Congress could review this legislation perhaps on an annual basis in 
order to reflect the further experience and thinking that will have 
taken place on this problem. 

Senator Frear. Perhaps I overlooked it but I did not see this in the 
proposed bill. 

Mr. Sraats. I do not believe that we have provided for a terminal 
date. 

Title IV, section 413, reports from the President. 

Senator Frear. On title I and II. 

Mr. Sraats. That provides a basis for review and then section 418 
provides for title I and II of the act to be effective until 6 months after 
the termination date of an emergency declared by the President. 
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But it would seem to me that, particularly with respect to the 
property-damage aspects of this legislation, War Damage Adminis- 
tration having been established to study the problem further, than an 
annual review of the legislation would not be too frequent. 

Senator Frear. I am sure, according to that, you would have no 
objection to covering title III as well as title II? 

Mr. Sraats. That is right. 

Senator Frear. Would you have any objection to the termination 
of any section of this legislation by concurrent resolution of the 
Congress? 

Mr. Sraats. No, sir. 

Senator Frear. Can you give us any estimate as to the expense of 
administering this legislation apart from the benefits to be paid 
under it? 

We are assuming that you are going to utilize, as you have suggested, 
all of the existing agencies, both Federal, State, and local. 

Mr. Sraats. We do not have a specific figure we are able to supply 
the committee of the estimated cost of administration prior to attack. 

It is our view, however, in discussing this matter, that the cost would 
be very small. The only specific administrative machinery provided 
by this bill is the War Damage Administration which would carry on 
the study and provide the planning which is provided for in the draft 
bill. 

Seyond that I think it would be accurate to say that the only 
additional administrative expenses involved would be such expenses 
as were incurred by the various agencies which might have the 
responsibilities in case of attack, such as the Civil Defense Adminis- 
tration, the Department of Defense, the Federal Security Agency, the 
Labor Department, and other agencies who may have to do some 
planning in the light of whatever legislation is enacted by the Congress. 

Senator Frear. Under the income-maintenance portion of the bill, 
how much income is it intended that injured civilians and _ their 
de spe ndents shall receive? 

Mr. Sraats. Generally we had assumed that the payments would 
be in line with the payments made under the old-age survivors insur- 
ance system and the workmen’s compensation laws. 

We have not fixed a definite amount in here and we have up to this 
point been unable to arrive at a specific concrete criterion which 
would translate itself into specific figures. 

I do not think that you would probably want to, at this particular 
stage. 

Senator Frear. Sir? 

Mr. Sraats. I doubt that it is feasible. 

Senator Frear. As far as dollars and cents are concerned, I think 
that we might tie it down as to some general theory on what you said: 
What the States are now paying under the employment compensation 
acts in certain States. 

Mr. Sraats. I think that might be possible, Mr. Chairman. 

Senator Frear. Would it be objectionable to you if such an amend- 
ment were placed on this bill? 

We certainly would not ask for an amendment until we have the 
time to digest and analyze it. 

Mr. Sraats. The situation at the present time varies from State 
to State, but this language would be more specific. 
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Senator Frear. In other words, it would not leave the thing wide 
open. We could tie it down a little more closely. 

Mr. Staats. We would agree to that. 

Senator Frear. That concludes the questions which I had pre- 
pared. There are a few more in my mind but I will not attempt to 
bring them out at the present time. 

I do want to again thank you personally and on behalf of the sub- 
committee and the full committee for the time that you have given 
this subject and for the information that vou have brought us today. 
We realize that we have perhaps been pushing you for that informa- 
tion a bit unduly and perhaps unnecessarily but the subcommittee 
has felt that they would like to get this information before the Senate 
and have action on it one way or another. 

So I hope that you will forgive us for pushing you a bit on this. 

Mr, Staats. We only hope, Mr. Chairman, that we have given you 
sufficient information so that you will have a sufficient basis that will 
prove useful to the subcommittee. We regard this as a service to 
the subcommittee which we are very happy to perform. 

\s we have indicated in this statement we also agree to the urgency 
of providing some kind of a stand-by authority to de al with this prob- 
lem. It is an area which we really have not covered so far as the 
total defense situation is concerned. 

Senator Frear. Again may we thank you for your work and for 
vour appearance here this morning. 

Before we recess I would like to announce to any of those present 
who may be interested that the subcommittee will accept any state- 
ments on this legislation that is now before us that any of you care 
to submit. 

We can appreciate that some new points have arisen from this 
morning’s hearing, especially in the field of life insurance, so that a 
statement might Bs desirable on that or allied matters. We would 
therefore like to announce that those statements will be of course re- 
ceived by the committee and will be properly studied and analyzed 

If there is nothing further, the subcommittee will recess at this 
time to the call of the Chair. 

(Whereupon, at 12:10 p. m., the subcommittee recessed, subject to 
the call of the Chair.) 

(S. 1848, introduced subsequent to the hearing, is as follows 


S. 1848, 82d Cong., Ist sess.] 


A BILL To provide, in the event of hostile or warlike action against the United States, for the re ration 
and rehabilitation of community facilities and services, and industrial facilities r aid ivilians in 
distress; for the payment of indemnities for damage to or loss of property; and for other | 


lL property; ana for uurposes, 


Re it enacted b yf the Senate and House of Representatine s of the l'nated States of 
— in Congress asse mbled, That this Act may be cited as the ‘‘War Disaster 
Act of 1951’ 

PREAMBLI 

Src. 2. In view of the ever-present danger of hostile or warlike actions which 
might affect directly the civilian population of the United States, it is the purpose 
of the Congress to take appropriate and adequate measures of preparation for 
dealing with the possible effects of such actions. It shail therefore be the 
of the Federal Government, in the event of hostile or warlike action causing in- 
jury, death, loss, or damage to civilians, to mobilize the resources of the entire 
Nation to the extent necessary to alleviate suffering, to assist stricken i 
and families, to restore and sustain essential production and community facilities 
and services in affected areas, and, within the limits of the fiscal resources available 
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at the end of hostilities, to provide restitution at that time to the owners of 
property damaged or destroyed. In addition to providing civil protection under 
the Federal Civil Defense Act, the Congress in this Act provides further authority 
necessary for dealing with the effects of such hostile or warlike action, and for 
advance planning and preparations for making any necessary measures effective. 


TITLE I—RESTORATION AND REHABILITATION 


Sec. 101. In the event of hostile or warlike action, the President, after deter- 
mining that such action has caused or is causing casualties or war damage of such 
proportions as to disrupt community life or essential production, is authorized to 
take such action as may be necessary to restore and rehabilitate war-damaged 
community facilities and war-interrupted community services in areas subjected 
to hostile or warlike action and in other areas where the adequacy of community 
resources has been directly impaired by reason of hostile or warlike action. For 
these purposes the President is authorized, with or without compensation therefor, 
to— 

(a) provide assistance to any State or local government by utilizing, lend- 
ing, or making available any real property, equipment, supplies, services, or 
personnel of any Federal agency; 

(b) distribute, give, or lend materials and equipment to public authorities, 
private persons, or organizations able to undertake repairs or provide shelter 
on a nonprofit basis; and 

(c) make loans, grants, or advances of funds to any State, local govern- 
ment, or private organization. 

Src. 102. Where the President finds that a State or local government is in- 
capable of performing any function essential to restore or rehabilitate areas re- 
ferred to in section 101, and that assistance extended or to be extended under the 
Federal Civil Defense Act of 1950 is inadequate to permit the restoration of com- 
munity life and organization to the extent necessary for the maintenance of 
essential production and the alleviation of hardship, he is authorized to— 

(a) inspect war-damaged communities and determine the extent of needed 
repairs, restoration or renovation or resumption of services necessary and 
the order of priorities and preferences of aid to be granted; 

(b) construct, restore, repair, renovate, or demolish community facilities, 
and provide and render essential community facilities to evacuees and for 
such purpose to enter into contracts with any person or persons, corporation, 
organization or agency, public or private, or to employ labor on a force- 
account basis; 

(c) arrange for transporting and billeting evacuees including the registra- 
tion of all housing space which may be needed for the purposes of this title; 

(d) provide public health, medical, educational, welfare, and other com- 
munity services and arrange for transoprtation and distribution of food, 
clothing, medical, and other essential supplies without regard to geographical 
limitations; 

(e) utilize all existing legal authority to the fullest extent possible; and 

(f) procure by condemnation, requisition, or otherwise, real property, 
including land and structures, and any personal property deemed by him 
necessary for the purposes of this Act with the right to take immediate 
possession thereof and to rent, sell, manage, operate, or use the same: Pro- 
vided, That property acquired by condemnation, requisition, purchase, 
donation, or otherwise may be occupied, used, and improved for the purposes 
of this Act prior to the approval of title by the Attorney General as required 
by section 355 of the Revised Statutes as amended, and without regard to 
section 322 of the Act of June 30, 1932 (47 Stat. 412), as amended; the Federal 
Property and Administrative Services Act of 1949, as amended; or any 
Federal laws, rules, or regulations relating to plans and specifications or 
forms of contract, to the approval thereof, or to the submission of estimates 
therefor. In the case of property acquired without judicial proceedings the 
President shall promptly determine the amount of compensation to be paid 
for such property (other than that of the Federal Government or any depart- 
ment or agency thereof) or the use thereof acquired pursuant to this title in 
accordance with the provisions for just compensation in the fifth amendment 
to the Constitution of the United States. If the person entitled to receive 
the amount so determined by the President as just compensation is unwilling 
to accept the same as full and complete compensation for such property or 
the use thereof, he shall be paid promptly 75 per centum of such amount and 
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shall be entitled to recover from the United States in any action in the Court 
of Claims, or, without regard to whether the amount involved exceeds 
$10,000, in any District Court of the United States, within three years after 
the date of the President’s award, such additional amount, if any, which, 
when added to the amount so paid to him, shall be just compensation. 

Whenever the President determines that any real property acquired under this 
Act and held by the Federal Government is no longer needed by the Federal 
Government he shall, if the original owner desires the return of the property and 
pays to the President the fair value thereof, return such property to the owner. 
In the event the President and the original owner do not agree as to the fair value 
of such property, the fair value shall be determined by three appraisers, one of 
whom shall be chosen by the President, one by the original owner, and the third 
by the first two appraisers; the expense of such determination shall be paid in 
equal shares by the Federal Government and the original owner. 

Whenever any personal property acquired under this Act and held by the 
Federal Government shall no longer be needed for the purposes of this Act, the 
President may dispose of such property on such terms and conditions as he shall 
deem appropriate, but to the extent feasible and practicable he shall give to the 
former owner of any property so disposed of an opportunity to reacquire it at its 
then fair value as determined by the President, or if it is to be disposed of (other- 
wise than at a public sale of which he shall give reasonable notice) at less than 
such value, at the highest price any other person is willing to pay therefor: Pro- 
vided, That this opportunity to reacquire need not be given in the case of fungibles 
or items having a fair value of less than $1,000. 

Sec. 103. Where the President finds that any industrial facility essential to the 
national defense, or other establishment or facility used in connection therewith, 
has sustained war-caused damage he is authorized to— 

(1) inspect the industrial facility, and determirfe the extent of needed 
repairs, restoration, or renovation, and the order of priorities and preferences 
of aid to be granted; 

(2) make loans, grants, or advance funds to any private person or organiza- 
tion for the purpose of repairing or replacing such facility in order to restore 
essential production; 

(3). construct, restore, repair, renovate, or demolish industrial facilities in 
the event the provision of financial assistance in paragraph (2) above would 
not assure the restoration necessary in the interests of national defense, and 
for such purpose to enter into contracts with any person or persons, corpora- 
tion, organization, or agency, public or private, or to employ labor on a force- 
account basis; 

(4) utilize all existing legal authority to the fullest possible extent; and 

(5) procure by condemnation, requisition, or otherwise, real property, 
including land and structures, and any personal property deemed by him 
necessary for the purposes of restoring such essential industrial facilities with 
the right to take immediate possession thereof and to rent, sell, manage, 
operate, or use the same, and to exercise for the purposes of this section the 
powers granted to him in section 102 (f) for the purposes of said section 102. 

Sec. 104. In any case where the construction, restoration, repair or renovation 
costs of any industrial facility or nonpublic community facility has been assumed 
by the Federal Government and such facility remains in private hands, the value 
as determined by the President of any permanently useful construction, restora- 
tion, repair, or renovation, including the earnings therefrom, shall be set off 
against any claim for indemnity under title III with respect to such facility and 
may be set off against any other claim by the legal or equitable owner thereof, 
or any other party having an insurable interest therein, against the Federal Gov- 
ernment, any agency or instrumentality thereof, corporate or otherwise. In 
instances where a claim for indemnification is made and where the value of such 
repairs or reconstruction is found to exceed the amount of the applicant’s entitle- 
ment to an indemnity under title III, the Federal Government shall have a lien 
for the excess, and the President shall, by such rules, regulations, and orders as 
may be necessary, including the establishment of rates of repayment and interest 
therefor, provide for the settlement and adjustment of the difference between the 
value of the restored, repaired, or renovated facility and the amount which the 
War Damage Administrator determines as indemnification for such facility. In 
the event that no claim for indemnification with respect to a damaged facility is 
submitted, the Federal Government shall have a lien on such facility for the 
excess of the value, as determined by the President, of any permanently useful 
construction, restoration, repair, or renovation made by the Federal Government, 
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inclusive of earnings therefrom, over the amount which the War Damage Admin- 
istrator determines as the amount of indemnification to which persons having an 
insurable interest in such facility would be entitled. 

Sec. 105. If facilities owned by the Federal Government sustain war-caused 
damage and the Federal agency having jurisdiction thereof lacks the authority or 
an appropriation to repair, reconstruct, or restore such facilities, such Federal 
agency is hereby authorized to repair, reconstruct, or restore such facilities to the 
extent necessary to place them in a reasonably usable condition and to use 
therefor any available funds not otherwise immediately required: Provided, 
however, That the President shall first determine that the repair, reconstruction, 
or restoration is of such importance and urgency that it cannot reasonably be 
deferred pending the enactment of specific authorizing legislation or the making 
of an appropriation therefor. If sufficient funds are not available to such Federal 
agency for use in repairing, reconstructing, or restoring such facilities as above 
provided, the President is authorized to transfer to such Federal agency funds 
made available under this Act in such amount as he may determine to be warranted 
in the circumstances. 


TITLE II—INCOME MAINTENANCE 


Sec. 201. (a) Whenever the President finds it in the national interest to do so, 
he may provide a program of benefits for dependents of civilians whose death is 
war-caused, as defined in section 401 (a), or for civilians who sustain war-caused 
injury. 

(b) Whenever the President determines it to be in the national interest to do 
so, he may provide a program of assistance (including cash payments, loans with 
or without interest, housing, clothing, and other assistance in kind, medical care, 
and other services necessary for health, safety, or welfare) for civilians in want as a 
result of war-caused injury, death, or loss or civilians in want who are in any areas 
affected by such injury, death, or loss. Upon such a determination during any 
state of civil defense emergency declared under section 301 of the Act of January 
12, 1951 (Public Law 920, Eighty-first Congress), the President shall prescribe 
the circumstances under which, the cases or areas in which, and the time when the 
financial assistance under section 303 (e) of such Act shall cease to be provided. 

ce) In determining whether to provide aid under section 201, the cases or classes 
of cases in which and extent to which it will be provided and the scope and nature 
of the aid to be provided, the President shall give consideration to the magnitude 
of the problem resulting from or likely to result from war-caused injury, death, 
or loss, the ability of private or public insurance, retirement, pension, or compen- 
sation contracts or systems to cope with the problem, the availability of other 
private or public resources for this purpose, the need for such aid to maintain 
civilian morale or sustain the civilian economy, and any other relevant factor. 

Sec. 202. (a) No benefits shall be provided under section 201 (a) with respect 
to any injury or death outside the United States unless (1) the individual injured 
or killed is a citizen of or owes allegiance to the United States, or (2) the individual 
sustained injury (with respect to which the benefits are provided) while under a 
contract of service as a seaman or on a vessel documented or numbered under 
the laws of the United States, or is a dependent of a seaman whose death occurred 
while under such a contract or resulted from such an injury. 

(b) No benefits may be provided under section 201 (a) to any individual residing 
outside the United States unless (1) such individual, or the individual with 
respect to whose death benefits are provided, is a citizen of the United States or 
owes allegiance to the United States, or (2) such individual sustained injury 
(with respect to which the benefits are provided) while under a contract of service 
as a seaman on a vessel documented or numbered under the laws of the United 
States or is a dependent of a seaman whose death occurred while under such a 
contract or resulted from such an injury. 

(c) No assistance may be provided undef section 201 (b) to any individual 
outside the United States. 

(d) The benefits provided under subsection (a) of section 201 with respect to 
any injury or death shall be limited to 

(1) medical benefits and vocational rehabilitation with respect to such 
injury; 


(2) cash benefits with respect to disability from such injury where such ' 


disability is (A) total, or (B) permanent and more than 30 per centum of total; 
and 

(3) in case of death, (A) cash benefits to dependents and (B) payments in 
such cases and to such extent as the President mav determine, of reasonable 
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burial expenses in connection with such death to persons equitably entitled 
thereto who have borne such expenses. 
An individual shall be deemed to be under a disability which is total if he is unable 
to engage in any substantially gainful activity by reason of any medically demon- 
strable physical or mental impairment. 

(e) The President may prescribe such disqualifications from benefits or assist- 
ance under section 201 as he may deem proper with respect to enemy aliens, and 
such other disqualifications from such benefits or assistance as he may deem 
necessary or proper to protect the publie interest or to carry out the purposes of 
this Act 

Sec. 203. Medical benefits provided under section 201 (a) and medical care pro- 
vided under section 201 (b) may include doctors’ and nurses’ services, drugs and 
other medicines, prosthetic and other devices, hospi alization and such other 
services and supplies as may be necessary for diagnosis, treatment, and care. 
Such benefits and care may be provided through payment of the cost thereof, 
either in advance or by wavy of reimbursement, to the person or public or privat 
agency, institution, or organization furnishing the benefits or, where this is not 
feasible, to the beneficiary. To the extent the President deems necessary su 
benefits and care may also be provided through the use of facilities and personnel 
of the Federal Government. 

Sec. 204. Whenever the President determines that a number of war-caused 
injuries or deaths have oecurred or are imminent for which payme! 
be provided under private insurance contracts entered into prior to the date of 
enactment of this Act or under any publie insurance, retirement, pension, or com4 
pensation systems (other than workmen’s compensation systems of the Federal 
Government and contracts thereunder), and such payments may have other 
serious adverse effects upon the solvency of the insurers or the svstems, thereby 
causing substantial losses to beneficiaries of such contracts or systems and 
endangering the civilian economy or morale of the Nation, Siate, or community, 
he shall so declare by executive order. Upon such declaration, payments under 
such contracts or systems with respect to such injuries or deat! in all cases or 
onlv such cases as may be specified in such order) shall Fc 
period of time and to such extent as the President finds necessary: al d during 


De postponed f 
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such period of time the President shall provide a program of benefits under section 
201 (a) which includes benefits with respect to such injuries or deaths with respect 
to which such postponement is effective. The Federal Governme: hall be sub- 
rogated to all the rights of any individual on account of any injury or death under 
any such contract or svstem (with respect to which the Pre el is taken action 
under this section) to the extent benefits are paid to such individual under section 
201 (a) on account of the same injury or death. 

Sec. 205. Whenever benefits are made available under ction 201 (a) with 
respect to any injury or death, the President may relieve any insurance, retirement 
pension, or compensation svstem of the Federal Government (other than work- 
men’s compensation) from liability, in whole or in part, for payments in the case 
of any or all injuries or deaths with respect to which such benefits are made 
available under such section. The President may also arrange for reimbursing 
any such system of the Federal Government for all or any port f the cost of 
payments under such system on account of war-caused injuries or deat} 

Sec. 206. (a) Whenever the President determines that a great Wn f 
injuries or deaths have occurred or are imminent for which payments are or may 
be provided under any State workmen's compensation system and s ch payment 
may have serious adverse effects on the solveneyv of such svstem, thereby causing 
substantial losses to beneficiaries and endar gering the civilian ecor mv or moraie 
of the Nation or State, he shall so declare bv Executive order No such declara- 
tion shall be made unless and until the President shall have provided a program 
of benefits under section 201 (a) which includes benefits with respect to war-caused 
injuries or deaths covered by such workmen’s compensation sys 1. Upon such 
declaration, all workmen’s compensation insurers shall (in addit to or without 
the action authorized under section 204) be relieved from liability for payments 


on account of war-caused injuries or deaths which occur or have occurred during 
such period of time as the President designates, to the extent that and for such 
period of time as the President deems necessary. The period of time during which 
any such workmen’s compensation system may be relieved from liability may not, 
for any State, extend more than six months after the calendar month in which 
ends the first full regular session of the State legislature occurring after the enact- 
ment of this Act. 
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(b) Upon enactment of this Act, no workmen’s compensation system of the 
Federal Government shall be deemed to provide compensation with respect to 
war-caused injuries or deaths for which a program of benefits has been provided 
pursuant to section 201 (a). 

Sec. 207. The President shall, to the extent consistent with the purposes of this 
title and with due regard for the equities of all parties concerned, take all prac- 
ticable and appropriate measures to expedite return to normal operations under 
any contract or system with respect to which he has taken action under this title. 

Sec. 208. Section 201 of the Federal Civil Defense Act of 1950 (64 Stat. 1248) 
is amended by inserting after subsection (j) thereof the following new subsection: 

“(k) make financial contributions to the States on such terms or conditions 
as the Administrator may prescribe for the purpose of providing compensa- 
tion for personal injury or death suffered by any person who is a member of 
or registered for membership in the United States Civil Defense Corps 
provided for in section 401 (c) of this Act while engaged in the performance 
of his duty as such member or registrant for membership or while engaged in 
authorized training therefor: Provided, That contributions may not be made 
by the Administrator toward compensation for any injury or death with 
respect to which benefits are provided under section 201 (a) of the War 
Disaster Act of 1951: Provided further, That the amounts authorized to be 
contributed by the Administrator to each State for such purposes shall be 
equally matched by such State from any source it determines is consistent with 
its laws: And provided further, That contributions by the Administrator to 
any State may not exceed those necessary to provide compensation for such 
personal injury or death at a level in effect for such injury or death (1) 
under the Federal Employees’ Compensation Act of September 7, 1916, as 
amended, for employees whose salary is $3,600 per annum, or (2) in that 
State under its workmen’s compensation laws, whichever is higher’’. 

Sec. 209. Benefits under this title shall not be transferable or assignable at 
law or in equity, and none of the benefits paid or payable or rights existing under 
this title shall be subject to execution, levy, attachment, garnishment, or other 
legal process; and the rights and benefits hereunder shall be exempt from the 
provisions of any bankruptcy or insolvency law. 

Sec. 210. A determination that an individual is dead may be made on the 
basis of evidence that he has disappeared under circumstances such as to make 
such death appear probable. 

Sec. 211. Decisions with respect to entitlement to benefits under this title 
shall be reviewable by such administrative procedures as the President shall 
prescribe. The President may provide for reconsideration or modification of 
such decisions, and may provide for waiving recovery of. money erroneously 
paid whenever such recovery would be inequitable or impracticable. 

Sec. 212. The allowance or denial of any benefit or assistance under this title 
shall be final and conclusive on all questions of law and fact and not subject to 
review by any other official of the Federal Government or by any court by man- 
damus or otherwise. 

Sec. 213. Pursuant to appropriate agreement, the President may, in carrying 
out his functions under this title, and to the extent practicable he shall, in carrying 
out his functions under section 201 (b), make grants to, or otherwise utilize (and 
pay therefor, either in advance or by way of reimbursement) the services and 
facilities of any State or local agencies or nonprofit private agency. 


TITLE III—PROPERTY INDEMNITY 
Parr A—War DAMAGE ADMINISTRATION AND War DAMAGE APPEAL BOARD 


Sec. 301. (a) There is hereby established in the executive branch of the 
Government a War Damage Administration (hereinafter referred to as the 
‘““Administration’’), at the head of which shall be a War Damage Administrator 
(hereinafter referred to as the ‘‘Administrator’’), appointed by the President, by 
and with the advice and consent of the Senate. The Administrator shall receive 
compensation at the rate of $17,500 per annum. 

(b) There shall be in the Administration a Deputy Administrator who shall be 
appointed by the President, by and with the advice and consent of the Senate, 
and who shall receive compensation at the rate of $16,000 per annum. The 
Deputy Administrator shall perform such functions as the Administrator may 
prescribe and shall act for and exercise the powers and perform the duties of the 
Administrator during his absence or disability. 
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(c) There is hereby established in the Administration a War Damage Appeal 
Board (hereinafter referred to as the ‘‘Board’’), which shall be composed of three 
members appointed by the President, by and with the advice and consent of the 
Senate. Such appointments, however, shall be deferred until the President finds, 
on the advice of the Administrator, that the constitution of the Board is required 
in order that the duties assigned to it under this Act may be discharged. The 
President shall designate one member of the Board to serve as Chairman. The 
members of the Board shall receive compensation at the rate of $15,000 per 
annum. A vacancy in the membership of the Board shall not impair the authority 
of the remaining two members of the Board to exercise all of its functions. Va- 
cancie’ occurring in the membership of the Board shall be filled in the same manner 
as in the case of the original selection. 

Sec. 302. Subject to the civil-service laws and the Classification Act of 1949, the 
Administrator may appoint and fix compensation and allowance of officers and 
employees, and make such expenditures as may be necessary to carry out the 
functions of the Administration. Officers and employees of any other department 
or agency of the Government may, with the consent of the head of such depart- 
ment or agency, be assigned to assist the Administrator in carrying out his 
functions, The Administrator may, with the consent of the head of any depart- 
ment or agency of the Federal Government, the several State governments, and 
their local governments, utilize the facilities and services of such department or 
agency in carrying out the functions of the Administration. The Administrator 
may, in his discretion, employ the services of insurance companies and adjusters, 
appraisers, architects, engineers, and others for adequate compensation under 
contract. 

Sec. 303. (a) The Administrator may adopt such rules and regulations as are 
necessary for carrying out his functions, and may delegate functions, powers, and 
duties to any member, officer, or employee of the Administration or of any other 
department or agency of the Federal Government. Immediately upon the or- 
ganization of the Administration, the Administrator (1) may encourage and 
assist States and localities in classifying and providing for the preservation of 
adequate records on costs, values, and ownership, and shall perform such func- 
tions himself when they would not otherwise be performed, and (2) he shall pre- 
pare for distribution, if and when required, appropriate claim forms with accom- 
panying instructions; and perform such other functions as are essential to his 
work. The Administrator shall give public notice of the time when, and the 
limit of the time within which, claims may be filed, which notice shall be given 
in such manner as the Administrator shall prescribe. 

(b) Any claimant, whose claim is denied or is approved for less than the full 
claimed amount of said claim, shali be entitled to a hearing before the Board or 
its authorized representatives with respect to such claim. 

(c) Under such rules and regulations as it may prescribe, the Board shall have 
the duty of hearing the appeal of any claimant from a settlement determined by 
the Administrator or by any other officer of the Administration to whom the 
authority to make settlements may have been delegated by the Administrator. 
After such hearing the Board shall have the power to affirm, modify, or reverse 
the settlement approved by the Administrator or his delegate with respect to 
such claim, including a denial or reduction in the amount of a claim theretofore 
approved. All decisions of the Board shall be final and conclusive. 

(d) The Board is hereby authorized to establish such regional boards as may be 
necessary for the adequate and expeditious performance of its functions and may 
delegate to such boards the authority to make decisions with respect to such 
categories or classes of appeals as it may designate: Provided, That in the event a 
regional board makes a decision which in the opinion of the Administrator is 
inconsistent with the purpose or the equitable administration of the Act, the 
Administrator may request the Board to review the decision and to make a 
conclusive ruling with respect thereto. 


Part B—CoOMPENSATION FOR WAR DAMAGE TO PRIVATE PROPERTY 


Sec. 311. There is hereby authorized to be appropriated out of any money in 
the Treasury not otherwise appropriated, the amount of $20,000,000,000 for the 
purposes of paying compensation to the extent authorized by this part, and such 
additional amounts as may be required to pay the expenses of the Administration. 

Sec. 312. The Administrator is hereby authorized, within the limits of the funds 
made available pursuant to section 311, to compensate to the extent hereinafter 
provided for war-caused damage to private property in the United States, its 
Territories and possessions. 
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Sec. 313. (a) No claim shall be paid unless approved by the Administrator or 
his authorized representative or, on appeal, unless approved by the Board. No 
payment shall be made until the President has declared that the danger of 
substantial war-caused damage has abated. 

(b) No claim shall be approved in an aggregate amount which exceeds the cost 
of replacing, repairing, or rebuilding such damaged property, less depreciation at 
the time of damage, as determined by the Administrator: Provided, That the 
approved amount of the claim shall be reduced by $100 plus 10 per centum of the 
remainder. 

(ce) In conformity with the provisions of subsection (b), the Administrator 
shall first make provision to pay all claims approved for $5,000 or less, and, on the 
claims approved for more than $5,000, to pav $4,410; thereafter, on claims 
approved for more than $5,000, the Administrator may make such percentage 
payments on the amount in excess of $5,000 as shall be applicable to all such 
approved claims: Provided, That in accordance with section 104 the value of any 
prior rehabilitation of such property constituting permanent improvements, 
made by the Federal Government, and the value of any prior rehabilitation of 
such property, constituting permanent improvements made by any State or its 
political subdivision, shall be considered as part of the payments provided under 
this subsection. In making any payments, the Administrator shall give due 
consideration to the total funds authorized for appropriation. After the time 
fixed by the Administrator for the filing of all claims has expired, the Adminis- 
trator shall determine the amount of money available for the further payment of 
claims. Such funds shall be applied pro rata toward the payment of the unpaid 
balances of the amounts approved by the Administrator. 

Sec. 314. (a) The indemnity authorized in this title shall be payable only to 
qualified persons having an insurable interest as owner, mortgagee, lienholder, 
pledgee, or lessee, in such property so lost or damaged: Provided, That any qualified 
person who acquired any deceased person’s interest in any property either (1) as 
heir, devisee, legatee, or distributee, or (2) as executor or administrator of the 
estate of any such deceased person for the benefit of one or more heirs, devisees, 
legatees, or distributees, all of whom are qualified persons, shall be deemed to 
have had the same interest in such property during such deceased person’s life- 
time that such deceased person had held: Provided, however, That such heirs, 
devisees, legatees, or distributees shall be limited to the surviving spouse, child 
or children (including a stepchild, adopted child, or an illegitimate child if the 
latter was designated as beneficiary by the deceased person), parent (including a 
stepparent, parent by adoption, or person who stood in local parentis to the 
deceased person for a period of not less than one vear), brother, or sister of the 
deceased person, including those of the half-blood and those through adoption. 

b) As used in this part, the term “qualified person’? means 

1) any individual who is a citizen of the United States, its Territories and 
possessions, or who is a citizen of a nation not an enemy of the United States 
which nation grants reciprocal war damaze payments to citizens of the 
United States: 

2) any individual, not dishonorably discharged, who has served in the 
Armed Forces of the United States or performed ‘‘service in the merchant 
marine”’ (as defined in the first section of the Act entitled ‘‘An Act to provide 
reemplovme nt rights for persons who leave their positions to serve in the 
merchant marine, and for other purposes’’, approved June 23, 1943 

3) anv church or other religious organization; 

t) any partnership, unincorporated association, trust, or corporation (or, 
upon dissolution, its duly constituted successor), organized pursuant to the 
laws of any of the several States or of the United States or of any Territory 
or possession thereof, but excluding any corporation wholly owned by the 
Federal Government; and 

(5) any partnership, unincorporated association, trust, or corporation, 
organized pursuant to the laws of any nation not an enemy of the United 
States which nation grants reciprocal war damage payments to such organi- 
zations of the United States. 

Sec. 315. The Administrator shall make no payment under the provisions of 
this part to 
(a) any enemy alien; 
(b) any person who, by civil or military court having jurisdiction, has 
been found guilty of treason or espionage; 
(c) any partnership, unincorporated association, trust, or corporation of 
which control is exercised or majority ownership held by any of the persons 
specified in clauses (a) and (b) of this section; 
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(d) compensate for any war-caused damage to property which, at the 
time of damage, was insured against any such damage, except to the extent 
that the damage exceeds the amount of such insurance: Provided, That such 
insurance is collectible; 

(e) compensate for any war-caused damage for which compensation or 
indemnity is otherwise payable, or has been paid, or is authorized to be 
paid, by the United States Government or its respective departments, estab- 


lishments, or agencies, unless the department, establishment, or agency 
concerned has declined to pay compensation or indemnity for such damage; 
and 


(f) any claimant, unless such claimant shall file with the Administrator a 
claim in conformity with the requirements of parts A and B of this title and 
such regulations as shall be established by the Administrator 

Sec. 316. The classes of property enumerated in this section are hereby 
excluded from protection, compensation, or consideration under this part, and 
the Administrator shall not make any payment, directly or indirectly, on account 
of loss of or damage to such classes of property; 

(a) Accounts receivable, bills receivable, records, plans, drawings, formulas, 
deeds, evidences of debt, securities, bank deposits, lecture notes, unpublished 
manuscripts, and curiosities. 

(b) Other intangible property not specified in subsection (a 

(c) Such other property as the Administrator may exclude for reasons of 
administrative feasiibility. 

Sec. 317. At the end of the first full fiscal year after organization of the 
Administration, and each year thereafter, the Administrator shall make a report 
to the President for transmission to the Congress concerning operations under 
parts A and B of this title. 


Part C—PAYMENTS FOR WaR DAMAGE TO PuBLIC PROPERTY 


Sec. 321. ‘To assist the governments of the several States, their political sub- 
divisions, and the Territories and possessions of the United States to replace, repair, 
or rebuild public property sustaining war-caused damage, there is hereby authori- 
zed to be appropriated, out of any money in the Treasury not otherwise appro- 
priated, the amount of $2,000,000,000 for the purpose of making, after the Presi- 
dent determines that danger of substantial war-caused damage has abated, pay- 
ments as authorized by this part, and such additional amounts as may be required 
to pay the administrative expenses under this part. 

Sec. 322. (a) The President, within the limits of the funds made available 
pursuant to section 321, is authorized to make payments to assist the govern- 
ments of the several States, their political subdivisions, and the Territories and 
possessions of the United States to replace, repair, or rebuild public property 
sustaining war-caused damage. Such payments shall not exceed 75 per centum 
of the estimated cost as determined by the President, of the rep!acement, repair, 
or rebuilding of such public property without enlargement of service capacity 
or other betterment, and the President, in determining such percentage for any 
payment may consider the relative extent and magnitude of the war-caused dam- 
age sustained by each governmental entity, the permanent value of prior 
rehabilitation provided under title I of this Act and under any Federal law, the 
sufficiency of the fiscal resources remaining to it, and other relevant factors: 
Provided, however, That in determining the fiscal resources of any governmental 
entity consideration shall be given to (1) the extent and probable duration of any 
impairment of the taxing base and borrowing authority of the governmental 
entity as a result of war-caused damage, (2) the existing or prospective availability 
of aid from State and other sources, and (3) the availability of Federal financial 
assistance for replacing, rebuilding, or repairing the particular public property 
under other law. Payments made under this section may be used to enable the 
recipient thereof to qualify for other Federal financial assistance which is condi- 
tioned upon State, Territorial, or local participation in financing the work 

(b) If any of the governments enumerated in this section lacks the resources 
essent'sl to the payment of its percentage of the cost of such replacement, repair 
or rebuilding, the President may lend the funds: Prorided, That such government 
will assume an obligation for the repayment of such loans on terms approved by 
the President, with annual installments on the principal beginning not later than 
five vears and with full repayment in a period not to exceed twenty-five years 
from the date of the obligation. For the purpose of borrowing as authorized by 
this subsection, the borrower may issue to the Secretary of the Treasury, and 
the Secretary is authorized and directed to purchase, its notes, debentures, bonds, 
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or other obligations to be redeemable at its option before maturity in such manner 
as may be stipulated in such obligations. Such obligations shall bear interest 
at a rate exceeding by one-half per centum the current rate on outstanding market- 
able obligations of the United States of approximately comparable term, as of 
the last day of the month preceding the issuance of the obligations: Provided, 
That the total amount of obligations purchased under this section shall not exceed 
$500,000,000 outstanding at any one time: For purposes of this subsection the 
Secretary of the Treasury is authorized to use as a public-debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued under the 
Second Liberty Bond Act, as amended, are extended to include any purchases 
of obligations hereunder. 

(c) Nothing in this section shall preclude partial payments as the replacing, 
repairing, or rebuilding of the property progresses. 

(d) The President, in his discretion, may direct qualified agencies of the Federal 
Government to undertake, after consultation with the governmental entities 
concerned, the repair, replacement, or rebuilding of property of a State, Territorial, 
or local government for which payments are made under this part and, from the 
funds available for carrying out the provisions of this part, may transfer to such 
Federal agencies the funds necessary to pay for the work requested. Any Federal 
agency, so directed by the President, is authorized to replace, repair, or rebuild 
property in accordance with such directions and to expend the funds transferred 
to it for such purpose. 

(e) No payments under this part for the repair, replacement, or rebuilding of 
public property sustaining war-caused damage shall be made unless there has 
been adopted for the area concerned a comprehensive redevelopment and recon- 
struction plan, and the governmental entity affirms that such repair, replacement, 
or rebuilding is consistent with such plan. 

(f) The President shall have power to classify the public property for the 
replacement, repair, or rebuilding of which payments are authorized under this 
part and to give priority to payments for the class or classes which he may deem 
desirable: Provided, That in determining such priorities, consideration shall be 
given to (1) the relative importance of the property to be replaced, repaired, or 
rebuilt to the reconstruction and rehabilitation of the economy of the United 
States; (2) the need of the locality concerned for such property; and (3) such 
other factors as may be deemed relevant. 


TITLE IV—GENERAL PROVISIONS 


Sec. 401. As used in this Act 

(a) The terms ‘“‘war-caused damage,” ‘‘war-caused injury,” “‘war-caused death,” 
or ‘‘war-caused loss’? mean any damage, injury (including disease), death, or 
loss resulting from (A) any hostile or warlike action by (i) any government or 
sovereign power (de jure or de facto) or any authority maintaining or using mili- 
tary, naval, or air forces, or (ii) an agent of any such government, power, or forces, 
or (B) any action taken by any Federal, State, or local government agency in 
hindering, combating, or defending against any such hostile or warlike action 
(whether actual, impending, or expected), or (C) disorder or other lawlessness 
accompanying the collapse of civil authority determined by the President to 
have resulted from any action referred to in clause (A) or (B) or from control 
by enemy forces. 

(b) The term “hostile or warlike action’? means any attack or series of attacks 
by an enemy of the United States in any manner, including, but not limited to, 
attack by invasion, by sabotage, and by the use of bombs, shellfire, or atomic, 
radiological, chemical, bacteriological, or other biological means, or other weapons 
or processes. 

(c) The term “community facilities’? shall include any facility necessary for 
providing adequate shelter for persons dislocated by reason of war damage, and 
any facility necessary for carrying on community living, including but not 
restricted to residential, commercial, and other structures, shelters, land, food- 
distribution facilities, utilities, transportation systems and equipment, water- 
works and water distribution systems and equipment, communications systems 
and equipment, sewers and sanitation disposal systems and equipment, schools, 
hospitals, and medical facilities, streets and roads, fire, police, and other public- 
protection facilities. 
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(d) The term “‘community services’? shall include any service necessary for 
carrying on community living, including, but not limited to, the maintenance and 
operation of community facilities as defined in section 401 (c). 

(e) The term ‘‘industrial facility” shall include land, structures, equipment, 
supplies, and component parts thereof, of any industrial plant or installation 
engaged in the manufacture, production, processing, transportation, or distribu- 
tion of materials determined by the President to be necessary for the national 
defense. 

(f) The term ‘‘United States’, when used in a geographical sense, means the 
several States, the District of Columbia, Hawaii, Alaska, Puerto Rico, and the 
Virgin Islands, and shall include all lakes, bays, harbors, sounds, inlets, and 
similar bodies of water therein, but shall not include any other portion of the 
Atlantic or Pacific Oceans or the Gulf of Mexico outside the territorial 
of the United States. 

Sec. 402. Whoever, for the purpose of causing an increase in any benefit, 
assistance, or other aid authorized to be made under this Act, or for the purpose 
of causing any payment to be made when no such aid is authorized, shall make 
or cause to be made any false statement or representation of a material fact in 
any application for any such aid under this Act or in connection with any such 
payment shall be fined not more than $10,000 or imprisoned not more than two 
vears, or both, and may be denied any payments or other benefits under this Act, 
and if any such aid shall have been made or granted, appropriate action may be 
taken to recover the same, 

Sec. 403. The President may provide for the holding of such hearings and the 
conduct of such investigations and other proceedings as he may deem necessary 
or proper for the administration of this Act. He may provide for administration 
of oaths and affirmations, examination of witnesses, and receipt of evidence in 
the course of any such hearing, investigation, or other proceedings. Evidence 
may be received at any such hearing even though inadmissible under rules of 
evidence applicable to court procedure. 

Sec. 404. For the purpose of carrying out his powers and duties under this Act, 
the President is authorized to— 

(a) direct and utilize the services of any Federal agency, its available 


limits 


personnel, equipment, supplies, facilities, and other resources to accomplish 
the purpose of this Act, in such a manner as will employ the existing resources 
of the Federal Government to the maximum extent possible, and prevent 
duplicate or parallel activity by Federal departments and agencies, unless 
such duplication is necessary to accomplish the purposes of this Act; 

(b) employ civilian personnel for duty in the United States, including the 
District of Columbia, or elsewhere, subject to the civil-service laws, and to 
fix the compensation of such personnel in accordance with the Classification 
Act of 1949, as amended; and subject to the standards and procedures of that 
Act, to place positions and employ persons temporarily in grades 16, 17, and 
18 of the general schedule established by that Act, and such positions shall be 
additional to the number authorized by section 505 of that Act; and, not- 
withstanding the provisions of any other law, except:those imposing restric- 
tions upon dual compensation, employ, in a civilian capacity, retired personnel 


of the armed services on a full- or part-time basis without loss or reduction 
of or prejudice to their retired status; 

¢c) employ such part-time or temporary advisory personnel (including 
subjects of the United Kingdom and the Dominion of Canada) as are deemed 
necessary in carrying out the provisions of this Act. Persons holding other 
offices or positions under the United States for which they receive compensa- 
tion, while serving in the capacity of advisory personnel under the terms of 
this Act, shall receive no additional compensation for such service. Other 
part-time or temporary advisory personnel so employed mav serve without 
compensation or may receive compensation at a rate not to exceed $50 for 
each day of service, as determined by the President ; 

(d) employ temporarily additional personnel without regard to the civil- 


service laws and the Classification Act of 1923, as amended 


(e) accept and utilize with the consent of any State or local government, 
the services and facilities of such State or local government, or of any agencies, 
officers, or employees thereof and provide for the reimbursement thereof in 
advance; utilize and establish such regional, local, or other agencies as may be 
necessary, utilize such voluntary and uncompensated services by individuals 
or organizations as may be needed; 
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(f) notwithstanding any other provisions of law, aecept gifts of supplies, 
equipment, and facilities; and utilize or distribute same for purposes in accord- 
ance with the provisions of this Act; 

(g) incur such obligations on behalf of the United States by contract or 
otherwise as may be required for the purposes of this Act; 

(h) reimburse in such amounts as he may deem appropriate, and to the 
extent funds are available, any Federal agency for any of its expenditures in 
connection with the purposes of this Act; 

i) purchase such printing, binding, and blank-book work from public, 
commercial, or private printing establishments or binderies as he may deem 
necessary upon orders placed by the Publie Printer or upon waivers issued 
in accordance with section 12 of the Printing Act approved January 12, 1895, 
as amended; and 

j) prescribe such rules, regulations, and orders as he deems necessary or 
appropriate to carry out the provisions of this Act. 

SEC. oa (a) The President may delegate any power or authority conferred 
upon him by this Act to any officer or agency of the Government including any 
new agency or agencies (and the President is hereby authorized to create such new 
agencies, other than corporate agencies, as he deems necessary), and he may au- 
thorize such redelegations by that officer or agency as the President may deem 
appropriate. The President is authorized to appoint heads and assistant heads 
of any such new agencies, and other officials therein of comparable status, and to 
fix their compensation, without regard to the Classification Act of 1949, as 
amended, at rates comparable to the compensation paid to the heads and assistant 
heads of independent agencies of the Government. Any officer or agency may em- 
ploy civilian personnel for duty in the United States, including the District of 
Columbia, or elsewhere, without regard to section 14 of the Federal Employees’ 
Pay Act of 1946 (Stat. 219), as the President deems necessary to carry out the 
provisions of this Act. 

(b) The head and assistant heads of any independent agency created to ad- 
minister the authority conferred by this Act shall be appointed by the President, 
by and with the advice and consent of the Senate. 

Sec. 406. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and purposes 
of titles I and II of this Act by the President and such agencies as he may designate 
or create. Funds made available for the purposes of titles I and II and part C 
of title III of this Act may be allocated or transferred for the purposes of this 
Act, to any agency designated to assist in carrying out this Act. Funds so allo- 
cated or transferred shall remain available for such period as may be specified 
in the Acts making such funds available. 

Src. 407. The functions and duties exercised under this Act shall be excluded 
from the operation of the Administrative Procedure Act (60 Stat. 237), except as 
to the requirements of section 3 thereof. 

Sec. 408. The authority conferred by this Act and any funds provided hereunder 
shall be supplementary to, and not in substitution for, nor in limitation of, any 
other authority conferred or funds provided under any other law. Any funds 
received by Federal agencies as reimbursement for services or supplies furnished 
under the authority of this section shall be deposited to the credit of the appropria- 
tion or appropriations currently available for such services or supplies. 

Src. 409. The Federal Government shall not be liable for any claim based upon 
the exercise or performance or the failure to exercise or perform a discretionary 
function or duty on the part of a Federal agency or an employee of the Federal 
Government in carrying out the provisions of this Act. 

Sec. 410. In situations in which the President finds that the procurement of 
supplies, services, and materials, on an emergency basis, is necessary to carry out 
the provisions of this Act, such procurement may be made without regard to sec- 
tion 3709 of the Revised Statutes. 

Sec. 411 (a) For the purpose of any hearing, investigation, or other proceeding 
authorized or directed under this Act, the President or the Administrator, within 
their respective jurisdictions, shall have power to issue subpenas requiring the 
attendance and testimony of witnesses and the production of any evidence that 
relates to any matter under investigation or in question before the President or 
the Administrator. Such attendance of witnesses and production of evidence 
at the designated place of such hearing, investigation, or other proceeding may be 
required from any place in the United States or in any Territory or possession 
thereof. Subpenas of the President or the Administrator shall be served by any- 
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one authorized by him (1) by delivering a copy thereof to the individual named 
therein, or (2) by registered mail addressed to such individual at his last known 
dwelling place or principal place of business. A verified return by the individual 
so serving the subpena setting forth the manner of service, or, in the case of 
service by registered mail, the return post-office receipt therefor signed by the 
individual so served, shall be proof of service. Witnesses so subpenaed shall be 
paid the same fees and mileage as are paid witnesses in the district courts of the 
United States. : 

(b) In case of contumacy by, or refusal to obey a subpena duly served upon, 
any person, any district court of the United States for the judicial district in 
which said person charged with contumacy or refusal to obey is found or resides 
or transacts business, upon application by the President or the Administrator, 
shall have jurisdiction to issue an order requiring such person to appear and give 
testimony, or to appear and produce evidence, or both; any failure to obey such 
order of the court may be punished by said court as contempt thereof. 

(c) No person so subpenaed or ordered shall be excused from attending and 
testifying or from producing books, records, correspondence, documents, or other 
evidence on the ground that the testimony or evidence required of him may tend 
to incriminate him or subject him to a penalty or forfeiture; but no person shall 
be prosecuted or subjected to any penalty or forfeiture for, or on account of, any 
transaction, matter, or thing concerning which he is compelled, after having 
claimed his privilege against self-incrimination, to testify or produce evidence, 
except that such person so testifying shall not be exempt from prosecution and 
punishment for perjury committed in so testifying. 

(d) Information obtained under this section which the President or Adminis- 
trat or deems confidential, or with reference to which a request for confidential 
treatment is made by the person furnishing such information shall not be pub- 
lished or disclosed unless the President or the Administrator determines that the 
withholding thereof is contrary to the general welfare, and any person willfully 
violating this provision shall be fined not more than $5,000, or imprisoned for 
not more than one year, or both. 

Sec. 412. To assist in carrying out the policy and objectives of title I and title 
II and to the extent not already provided for under the Federal Civil Defense 
Act, the President shall prepare such plans and carry on such other preparatory 
activities as may effectively assist in implementing the provisions of this Act. 
Such plans and activities may include— 

(1) provisions for the assistance and encouragement to State and local 
governments to make plans for their participation in carrying out the pur- 
poses of this Act; 

(2) plans for the immediate activation of national programs when needed 
for the restoration and rehabilitation of war damaged areas and for aid, 
assistance, and benefits under this Act; 

(3) provisions for the utilization of Federal facilities and resources in such 
& program and for organizing and training personnel needed to carry out 
the functions of this Act; 

In the preparation of the plans and activities, the existing facilities and resources 
of the Federal Government shall be utilized to the maximum possible extent, 
with the objective of preventing any operations which would duplicate or parallel 
the present operations of Federal department or agencies. 

Sec. 413. The President shall from time to time transmit to the Congress 
reports on the progress of plans and activities referred to in section 412 and the 
general nature thereof. 

Src. 414. No claim for legal services or for any other services rendered in respect 
of a claim for or award of benefits, assistance, compensation, or any other aid 
under this Act to or on account of any person shall be valid unless approved in 
such manner as may be prescribed by the President; and any claim so approved 
shall, in the manner and to the extent so prescribed, be paid out of the aid payable 
to the claimant; and any person who pays or offers to pay or promises to pay 
or receives any fee, other consideration, or any gratuity on account of services 
so rendered, unless such consideration or gratuity is so approved, shall be guilty 
of a misdemeanor and shall, for each offense, be fined not more than $5,000 or 
imprisoned not more than one year, or both, and any such claimant may be denied 
all rights under this Act. 

Sec. 415. Any person who willfully performs any Act prohibited or willfully 
fails to perform any act required by the above provisions of this Act, or any 
rule, regulation, or order thereunder, shall be fined not more than $5,000 or 
imprisoned for not more than one year, or both. 
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Sec. 416. Insofar as the provisions of any other law are inconsistent with the 
provisions of this Act, the provisions of this Act shall be controlling. 

Sec. 417. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, and 
the application of such provision to persons or circumstances other than those 
as to which it is held invalid, shall not be affected thereby. 

Sec. 418. Titles I and II of this Act and the authority thereunder shall cease 
to be effective six months after the termination date of the emergency proclaimed 
by the President on December 16, 1950, or on such earlier date as the President 
may proclaim. 


(The following letter was received for sertion in the record:) 


CHAMBER OF COMMERCE OF THE UNITED STATES OF AMERICA, 
DEPARTMENT OF GOVERNMENT AFFAIRS, 
Washington, D. C., July 19, 1951. 
Hon. J. ALLEN FReaR, Jr., 
Chairman, Subcommittee on Securtties, Insurance and Ranking, 
Committee on Ranking and Currency, 
Senate Office Ruilding, Washington, D. C. 

Dear SENATOR FrReAR: The Chamber of Commerce of the United States 
strongly opposes S. 1848. 

As you will reeall, Mr. A. L. Kirkpatrick testified before you on April 19, 1951, 
that the Chamber favors immediate creation within an existing Government 
agency of a system similar to the War Damage Corporation of World War II, 
with the additional authority to reinsure possible liability of employers, insurance 
companies, and State funds under workmen’s compensation laws. 

Such a procedure would utilize to the fullest extent possible existing insurance 
facilities, would provide certainty of coverage now on a voluntary basis, would 
avoid governmental extravagance and would satisfy the presently conceivable 
need. 

Those objectives are not incorporated in S. 1848. 

Since you have suggested that persons who testified originally on creation of 
something similar to the War Damage Corporation could now make further com- 
ments, I take this opportunity to direct your attention to the provisions of 8. 1848. 

This new bill completely abandons insurance principles. It would authorize 
a comprehensive program of cash indemnity and assistance to persons injured and 
the dependents of those losing their lives, including cash payments by the Federal 
Government and loans and expenses for medical care. It would empower the 
President to effect a moratorium on payments for war-caused injuries, payable 
under private insurance policies and would transfer to the Federal Government 
all rights of policyholders for the amounts of these payments. 

The National Chamber opposes these provisions for the following reasons: 

1. The system of income payments and “assistance,”’ including cash payments 
and loans, would inaugurate another, new system of money hand-outs which 
would be difficult to administer and would be almost impossible to terminate. 

2. The cost of such payments could not be estimated in advance. 

3. The system would disregard and overlap protection now provided by insur- 
ance companies for loss of life, disability, income loss, and medical care. Any 
sound approach to the problem must effectively recognize the insurance protection 
of more than 80,000,000 life-insurance policyholders, 75,000,000 persons insured 
for hospital care, 48,000,000 persons holding surgical service contracts and 
20,000,000 income-protection plans. 

4. The new Federal agency contemplated would lack the efficiency and experi- 
ence available in existing insurance facilities. For the agency to undertake 
through the States to ascertain the insurance values and insurable interests of 
all real and personal property in the United States, “‘immediately’’ upon its 
organization, would be a stupendous task comparable to the taking of a census 
of population. 

5. The imposition of a moratorium on insurance policy payments would 
implement a program for substituting a Federal-aid system for the services of 
private insurance carriers. 

I would appreciate it if you would make this letter a part of the record of your 
hearings on this subject. 

Cordially yours, 
C. R. MIss. 
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